| 
i 
| 
: 
i 
4 
: 
4 
| 
| 
} 


INDEPENDENT OFFICES 
APPROPRIATIONS FOR 1953 











HEARINGS 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 


EIGHTY-SECOND CONGRESS 
SECOND SESSION 


SUBCOMMITTEE ON INDEPENDENT OFFICES 


ALBERT THOMAS, Texas, Chairman 
ALBERT GORE, Tennessee JOHN PHILLIPS, California 
GEORGE W. ANDREWS, Alabama FREDERIC R, COUDERT, Jr., New York 
SIDNEY R. YATES, Illinois NORRIS COTTON, New Hampshire 
WILLIAM A. DUVALL, Executive Secretary to Subcommittee 


PART 1 


Printed for the use of the Committee on Appropriations 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1952 








COMMITTEE ON APPROPRIATIONS 
CLARENCE CANNON, Missouri, Chairman 


JOHN H. KERR, North Carolina 
GEORGE H. MAHON, Texas 
HARRY R. SHEPPARD, California 
ALBERT THOMAS, Texas 
MICHAEL J. KIRWAN, Ohio 

W. F. NORRELL, Arkansas 

ALBERT GORE, Tennessee 

JAMIE L. WHITTEN, Mississippi 
GEORGE W. ANDREWS, Alabama 
JOHN J. ROONEY, New York 

J. VAUGHAN GARY, Virginia 

JOE B. BATES, Kentucky 

JOHN E. FOGARTY, Rhode Island 
HENRY M. JACKSON, Washington 
ROBERT L. F. SIKES, Florida 
ANTONIO M. FERNANDEZ, New Mexico 
WILLIAM G. STIGLER, Oklahoma 
E. H. HEDRICK, West Virginia 
PRINCE H. PRESTON, Jr., Georgia 
OTTO E. PASSMAN, Louisiana 
LOUIS C. RABAUT, Michigan 
DANIEL J. FLOOD, Pennsylvania 
CHRISTOPHER C. McGRATH, New York 
SIDNEY R. YATES, Mlinois 
FOSTER FURCOLO, Massachusetts 
FRED MARSHALL, Minnesota 
WINFIELD K, DENTON, Indiana 
JOHN J. RILEY, South Carolina 
ALFRED D. SIEMINSKI, New Jersey 


JOHN TABER, New York 

RICHARD B. WIGGLESWORTH, Massachusetts 
BEN F. JENSEN, Iowa 

H. CARL ANDERSEN, Minnesota 

WALT HORAN, Washington 

GORDON CANFIELD, New Jersey 

IVOR D. FENTON, Pennsylvania 
LOWELL STOCKMAN, Oregon 

JOHN PHILLIPS, California 

ERRETT P. SCRIVNER, Kansas 
FREDERIC R. COUDERT, Jr., New York 
CLIFF CLEVENGER, Ohio 

EARL WILSON, Indiana 

NORRIS COTTON, New Hampshire 
GLENN R. DAVIS, Wisconsin 
BENJAMIN F, JAMES, Pennsylvania 
GERALD R. FORD, Jr., Michigan 

FRED E. BUSBEY, Illinois 

GEORGE B. SCHWABE, Oklahoma 
FRED G, AANDAHL, North Dakota 


GEORGE Y. HARVEY, Clerk 


(Il) 





INDEPENDENT OFFICES APPROPRIATIONS FOR 1953 


THURSDAY, JANUARY 10, 1952. 
AMERICAN BATTLE MONUMENTS COMMISSION 


WITNESSES 
BRIG. GEN. THOMAS NORTH, SECRETARY 


LT. COL. CHARLES B. SHAW, OFFICER IN CHARGE, WASHINGTON 
OFFICE 


SALARIES AND EXPENSES 


Obligations by activities 





Description 1951 actual | 1952 estimate | 1953 estimate 





1, Departmental ; $21, 495 $25, 890 $28, 397 
2. World War I memorials and cemeteries. __. 219, 872 250, 960 271, 962 
3. World War II memorials and cemeteries _ -- 388, 048 434, 835 $70, 942 
4. Mexico City National Cemetery.._._...--- 7, 837 7, 315 7, 699 

Total obligations. Sdidicity ieeust = 637, 252 719, 000 779, 000 


Obligations by enivete 


Object classification } 1951 actual | 1952 estimate | 1953 estimate 





Total number of permanent positions 


Wa Ne Ee es 7 391 4163 
Full-time equivalent of all other positions.......... 2. _- 18 14 
Average number of all employees- --- EE SUR eT eee 431 379 465 
Average salaries and grades: 
General schedvle grades: | 
Average salary_. eae se | $3, 232 $3, 665 $3, 665 
Average grade. - aa. Sickeips hie GS-4.4 | GS-4.7 GS+4.7 
Crafts, protective, and custodial ers ides: 
Average salary 2 $3, 029 | $3, 421 $3, 392 
Average grade_._. er eee CPC-5.5 CPC-5.5 CPC-5.4 
Ungraded positions: “Average salary. $83 $851 $913 
01 Personal services: 
Permanent positions ; g; $463, 516 $473, 665 $569, 119 
Part-time and temporary positions ce 13, 627 ore 11, 103 
Regular pay in excess of 52-week base- 1,303 | 734 
Payment above basie rates__._- ‘ 37, 991 39, 112 47, 004 
Total personal services........................- 515, 134 | 514, 080 627, 960 
02 Travel ss ion hay ai cal MAM e nba ; | 11, 267 | 13, 295 15, 429 
03 Transportation of things_______ PE ee 2, 348 | 6, 615 5, 040 
04 Communications services. -__-__- 3, 396 | 3, 224 3, 604 
05 Rents and utility services._.........__- 5,191 | 12, 452 14, 322 
06 Printing and re>roduction._...__.___- ATIC 414 | 575 2, 162 
07 Other contractual services. _...........___.._- 29, 469 | 61, 515 39, 620 
08 Supplies and materials__. r 37, 875 | 48, 337 | 45, 685 
09 Equipment 23, 373 42, 437 15, 735 
10 Lands EROS Ra a et ee eee ee eee eee 8, 785 | 16, 470 | 9, 443 
Te Otne CE, ac kee hg oes bee eh ed 637, 252 719, 000 779, 000 
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Analysis of expenditures 





| 
1951 actual 1952 estimate 1953 estimate 

















Unliquidated obligations, start of year ; $130, 204 $80, 449 $120, 449 
Adjustment in obligations of prior years____- RE ESAT EPR >. > IRS, See ee 
Obligations incurred during the year.._______ sdeshccdtael 656, 096 | 719, 000 779, 000 
eK ae 789, 522 | 799, 449 | 899, 449 
Deduct unliquidated obligations, end of year-. - 80, 449 | 120, 449 | 99, 449 
Total expenditures..........._._____- Sere 709, O73 679, 000 | 800, 000 
Expenditures are distributed as follows: le ia ek [7 F., | ee 
Out of current authorizations. __- é ‘ ee 575, 958 | 600, 000 | 681, 000 
Out of prior authorizations............-..-.-0s.-2..---- 133, 115 | 79, 000 | 119, 000 

| | 


Mr. Tuomas. Will the committee please come to order? 

We are happy to have our friends of many years, our distinguished 
friends General North and Colonel Shaw with us to open the hearings 
for independent offices for the fiscal vear 1953. We will start off with 
the American Battle Monuments Commission. 

As well as I recall, we are starting the hearings this year about 5 
weeks earlier than we did last year’s hearings; are we not, gentlemen? 
Is that correct? 

Mr. Puruuips. I think that is correct, Mr. Chairman. I am very 
glad to see it. 

Mr. Corron. Are not we the first subcommittee over the top in 
holding hearings? 

Mr. Puiuurps. Several of the subcommittees are holding organiza- 
tion meetings, but are any of them holding hearings? 

The CLerK. Yes; one or two of them are holding hearings. 

Mr. THomas. We ought to make progress, then. 

General North, if you have a statement or, Colonel Shaw, if you 
have a statement, we will be delighted to hear from either one or both 
of you. 

GENERAL STATEMENT 

General Norru. Gentlemen, the notice which was given to us of 
this meeting unfortunately was so short that we were not able to 
obtain the attendance at this hour of members of the Commission, 
although Mr. Biffle, a member, told me he hopes to arrive here before 
we leave. 

On January 1, lL sent you gentlemen a justification of the appro- 
priations for which we are asking and, if you will permit, [ would like 
to make a few comments on it. 


FUNCTIONS OF THE COMMISSION 


Starting through this document, it points out that we have two 
functions, one of them being the maintenance of 8 World War I 
cemeteries in Europe, the maintenance of 11 World War I memorials, 
the maintenance of a memorial chapel and service building in all 8 
cemeteries, the maintenance of 14 World War II cemeteries and of a 
national cemetery in Mexico City. This maintenance includes the 
constant care of more than 1,500 acres of park landscape as well as 
125,000 graves. Then we have to furnish information to inquiring 
relatives concerning the graves in both of these groups of cemeteries. 
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Our second function is the construction of World War II cemeteries 
and memorials. 
APPROPRIATIONS 


Our appropriations are requested under those two heads; that is, 
Maintenance and construction. 


EXPLANATION OF ESTIMATES BY APPROPRIATION 


We have set forth an explanation of these items, pointing out, for 
example, we are very proud of the standards of miantenance, par- 
ticularly of World War I establishments and, as a matter of fact, we 
are also obtaining favorable comment on the maintenance of World 
War II establishments, even though our personnel has been heavily 
cut. 

PERSONAL SERVICES 


In connection with personnel, on page 4 we have remarked that the 
Jensen and Ferguson amendments to the current appropriations act 
compelled us to make very heavy cuts last year in our personnel, and 
we so directed. In the meantime, we had appealed for relief from 
those amendments and the Congress in its final supplemental appro- 
priation bill relieved us from the action of those amendments overseas, 
but did impose a ceiling of 450. I do not know where they got the 
450, but it happens to have been the lowest possible figure which we 
had reached after the adoption of these amendments. As a result, I 
have had to direct that, if other demands on our personnel so require, 
maintenance of all World War IT cemeteries shall be given only to the 
extent it can be done incidental to construction. That is all right 
during the winter, when we do not get too many visitors, but when 
spring comes we are going to hear from that. 

Mr. Tuomas. What is that again? 

General Norru. In order to meet the 450 ceiling which was im- 
posed upon the Commission of overseas employees, I have had to 
direct that only such maintenance of World War II cemeteries may 
have to be effected as would be incident to our construction operations. 

Mr. Tomas. What has maintenance of your World War II 
cemeteries got to do with the construction program? 

General Norru. Because the ceiling of 450 applies to both con- 
struction and maintenance and, you see, we have to have American 
employees to administer the expenditure of Government construction 
funds within those cemeteries, and these come within the ceiling of 
450. On all of these various jobs we have to maintain construction 
supervisors against that 450. It is a terribly low figure, and I am 
already asking for relief from that figure of 450 and asking Congress 
if it won’t raise it for us. 

Mr. Puiturps. Your point is vou are suffering from maintenance or 
construction? 

General Nort. Let me put it this way. We have to maintain 
World War I, maintain World War II, and supervise the construction 
of World War I1; 450 are not enough to do all of those things, and the 
question is where shall we pare, and we have pared on World War II 
maintenance. 

Mr. Puiturrs. World War I cemeteries are advanced to the point 
where they have to be cared for? 








General Norra. Yes, sir. 

Mr. Puruuips. That is, the grass, flowers, trees? 

General Nortu. Yes, sir. 

Mr. Puruurrs. But World War II have not been brought to that 
point; so that is where you shave? 

General Nort. That is where we shave, because we always have 
an excuse. 

Mr. Puitups. To what extent do you have to have American 
supervision? 

General Nortu. We have engineers to lay out the work, to super- 
vise the work of construction. For example, at Epinal Cemetery 
simultaneously we have 21 different contractors operating, all for- 
eigners. 

Mr. Puituirs. How many Americans did you have for supervision? 

General Nortu. We had two, which were not enough, but those 
were all we could use out of this ceiling for 1952. 


PRINTING AND REPRODUCTION 


We have noted on page 6—A a desire on the part of the Commission 
to publish an illustrated folder concerning World War II cemeteries. 
The major purpose of that is to enable relatives, who are coming in 
increasing numbers, to find their way to these cemeteries and to learn 
something about them. We felt we would publish a folder to show 
all of the cemeteries and a map showing how to get to each one. Then 
when the relative arrives there, he is given this thing plus a small 
plot of the cemetery on which the superintendent will mark the 
location of the particular grave, and the relative is able to go home 
with some tangible evidence of the cemetery and his visit and the 
Government’s interest in it. 

Mr. Paturrs. Is that the item of $1,500? 

General Norru. Yes, sir. 

Mr. Puriirps. With a general map of all cemeteries in one booklet? 

General Norra. Not a map; just a folder. 

Mr. Putiuures. With pictures? 

General Nortu. With pictures in it. 

Mr. Puruuirs. Similar to the one put out a little while ago? 

General Norra. Yes, sir. 

Mr. Puiuutps. Not similar to the little bound book? 

General Norru. No, sir. 

Mr. Putuirs. Just a little folder with pictures all around the edge 
and reading matter in the center? 

General Nortu. Yes, sir. 

Mr. Paruurrs. And in addition there will be a map for each indi- 
vidual cemetery? 

General Nortu. A plot plan will be given for the cemetery to be 
put in the folder. That was my plan. 

Mr. Putuutps. I think that is a good idea. 


OTHER CONTRACTUAL SERVICES 


General Nortu. Under our maintenance appropriation we asked 
for a considerable sum, $134,620, of which the principal items are 
repair of roads, paths, and realinement of headstones in World War I 
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cemeteries. The Budget, however, has cut that quite heavily; so 
while all of those repairs are essential, only a relatively few are critical 
and we can put them off from year to year all right. 


CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Under “Construction,” [have explained what a large job we do have 
in construction. The various items include roads and paths, walls, 
fences, lawns and landscaping, provision of water sufply and distri- 
bution systems, installation of sewer and drainage systems, headstone 
foundation systems, provision and erection of permanent marble head- 
stones, erection of caretakers’ houses, reception buildings, and service 
buildings, and finally memorials. In each memorial we propose to 
inscribe the names of the missing, according to law. 

In addition,we have the monuments to the dead of both wars at 
Suresnes where we enlarged the World War I chapel as a shrine. 

We have started work on six of our memorials. During th’s current 
year we are planning to let contracts for three more, but we have had 
to defer the remainder for lack of funds. If the present appropriation 
request is granted, we hope to start all of them in the coming fiscal 
year. Although I do have some doubts about it, I am so enthusiastic 
about getting this done, I believe we will start them. 

On those memorials not yet started, we shall inscribe the names of 
about 60 percent of the missing. We are getting a large number of 
inquiries in our office about the missing, dead, and memorials. 


PERSONAL SERVICES 


At the previous hearing, some criticism of the Washington office 
was made by this committee. We are rather proud of the economies 
we effected, and I have taken the liberty of explaining that within 
our Washington office we have two stenographers. If they both go 
on leave or are absent, one sick and one on leave, our stenography is 
done by a senior officer, a lieutenant colonel of the Army, or else we 
write them out in longhand, and I wrote this justification out in long- 
hand. Also, one of our stenographers doubles as a file clerk. And 
under the Jensen amendment, if she gets unhappy and quits, you can- 
not replace her until you fire three others. 

In addition, we have seven clerk typists who have been preparing 
the data to be inscribed on 76,300 headstones. We have yet to add 
another 17,400 more. Our requirements for accuracy are high. This 
information is obtained from the Quartermaster General and cleared 
with the Adjutant General. We are now starting also to verify and 
prepare the names of 80,000 missing which are to be inscribed. 


: OTHER CONTRACTUAL SERVICES 


On page 13, I have noted that so far we have been able to keep our 
costs in general within the estimates previously given; tbat is, there 
has been a little balancing up and down, but in general our costs are 
within the estimates previously given to you. But rising costs indi- 
cate that further delays might make this impossible. 

Then we have listed the state of construction as of December 15 
of our various projects, but this does not give a thoroughly complete 
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picture, because on drawing boards or in estimators’ offices we have 
a large number of items ready to go out for calls for bids and so forth. 


ORGANIZATION FOR OPERATION AND MAINTENANCE OF CEMETERIES 
AND MEMORIALS 


We have a couple of tabs in here to explain the items as you have 
previously instgucted us, in detail, and then under tab C is a kind of 
budget analysis for the guidance of our offices. Congress has given 
us so much money, and those are the various items to which we must 
devote it in fiscal year 1952; also in 1953, and 1954 if the appropriations 
for which we ask are granted. If they are not granted, then I shall 
have to revise this revised construction program. 

That in general, gentlemen, constitutes our justification. 

Mr. Tuomas. That is a nice statement, General; it is very much to 
the point and full of meat. 


LOCATION OF CEMETERIES 


At this point in the record we will insert page 1 of the justifications 
showing World War I cemeteries, of which there are 8 containing 
30,908 graves; World War II cemeteries, showing the location of 14 
containing 93,675 graves, plus the national cemetery in Mexico City 
with 1,563 graves. 

(The matter above referred to is as follows:) 


World War I cemeteries at or near— Graves 
aE POI csc ee EG Ce a ee Sa et ee 14, 243 
Innes TI TN SS ag te ee a nice en aoe 6, 012 
DOMINIO 22 at DSCs ok ec aco ees 4, 152 
SS CNR EE Re OT TERE PCE ET TOE ERO SE a 2, 288 
SRS TORS GERD eae SORTA RCS Cae PORT oe CN RE IE: Se SEE tO 1, 836 
ee pla ERA il hei ES A I lie sega ep aS Ro aa kano oe OF arog 1, 541 
Pn PEE Sot, te ote A Ve gbead 468 
TINT 2) oii oi a Se oe el eee aa we 368 

SORES AEE TRE fa Sie ee SA Renee DES Ra aes aa eg Se Re eae N IN 30, 908 

World War I memorials at: 

Montfaucon, France Brest, France 
Montsec, France Tours, France 
Chateau-Thierry, France Sommepy, France 
Bellicourt, France Cantigny, France 
Audenarde, Belgium Gibraltar 


Vierstraat, Belgium 


Also a memorial chapel, and service buildings, in each of the eight cemeteries 
listed above. 
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World War I memorial tablets at Chaumont, France; and Souilly, France. 


World War II cemeteries at or near— Graves 
RE ON ois bie es, cag dann Git dni ie ew is pn he Wir ea wee alm i 861 
a ee Sn deh eeke as Aik die enn detec ae oe <= « ~ Oy a0 
EELS SNS inlay ct lc mc iy ee eee 3 bela ar 10, 500 
ee ee nea ncmuaceneene sn ae ee 
St. Te OUOMORS 62s bin bs eck eee Aes nag 2 atin Ty yeti 26g 9, 390 
NE EN ENE CT EI CS ES TEE EE 3, 811 
IR a a ea wal bares woe wears 8, 000 
erent 0 ORCA, eT nn ewan lewee'e 5, 594 
Pen TIER ss Ce ee re eee 5, O80 
Dee pmiieta 63 eS Se a LUE ag 8, 300 
pa SE at we in nwa mee AAW AO 7, 859 
SRE ES aS ipete: Sigs Ser eelgan aly A (AOA aan aie ee ly Aron 4, 400 
Cerenee 2 OOM te oe Oe ee eo ie oe ae 2, 845 
Fort, MieKiniey, Philippine Islands... 22... 22... 2. 22 gece eek 17, 369 

NS PALES ESM e URLs ete en fai, OF Cee Se toe dere Tee MeL Me 93, 675 

Mexico Cit? National: Cemetery. i cook ie eek 1, 563 


BREAKDOWN OF ACTIVITIES AND OBJECTS 


Mr. Tuomas. We will also insert the table at the bottom of page 3 
showing the obligations by activities. It shows you are seeking this 
year for fiscal 1953 $779, 000 as against $719,000 for last year, or an 
increase of $60,000. 

(The matter above referred to is as follows:) 


steasicthenned by activities 


Increase (+) 
Activity 19°2 estimate | 1953 estimate | or 
j } | decrease (—) 





I Ea ee ee ae Pee ere $25, 890 | $28, 397 | +$2, 507 
2. World War I cemeteries and memorials. _........-...------ | 250, 960 | 271, 962 | +21, 002 
Byer WH MUOOT NOR eo ok os cing ch. cepa p onion 434, 835 | 476, 942 +36, 107 
1. Mexico City National Cemetery-._...........-....-.-.-..- 7, 315 | 7, 699 | +384 

Total obligations LS SA eer wt oameeee 2S Se SAREE 719, 000 779, 000 | +60, 000 





Obligations by objects 
ae ee er.) See is 
| Increase (+-) 
1953 estimate or 
decrease (—) 





Object classification 1952 estimate 











Total number permanent positions——.........-- $e on kde agied | 391 | 163 | +72 

Full-time equivalent all other positions. ..........-.---- pack 0 | 14 | +14 

Average number al! employees..............-------------- sical 379 | 4165 | +86 

OE IE MOR. Si ir caan id ckklsachwcédhenseraens) $514, 080 $627, 960 +$113, 880 

02 Travel...... ih Ka Mite ita tite hac tad Bie Sookie cds haat de 13, 295 15, 429 

03 Transport: ition of things- Dh SO Se i EL 6, 615 5, 040 | 

tO IIS EEE SER SI ee pe ae 3, 224 3, 604 

05 Rents and utility services__...........---- os Die Rew 12, 452 14, 322 

06 Printing and reproduction __............---.- dais hn Abs 575 2, 162 

07 Other contractual services __....-.....-.-...---------.--- 61, 515 39, 620 

08 Supplies and materials_.................-- iitidhaced wat 18, 337 45, 685 | 

TGR ER TSE SS ea RR $2, 437 15, 735 | 

Pt: es Ce pent os ete. ise cee chi 16, 470 9, 443 | 
EEE ELI ARES OT AT Th oN 719, 000 779, 000 | +60, 000 


| | 
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Mr. Tuomas. Your program is broken down into two parts, (1) 
maintenance of cemeteries just mentioned and (2) construction of 
memorials. For your memorials program you are seeking $5,000,000 
for 1953 as against $3,000,000 for 1952. 


CONSTRUCTION PROGRAM OF MEMORIALS AND CEMETERIES 


I believe your justification on pages 8 and 9 shows you have six 
memorials under construction and you seek for fiscal year 1953 to 
begin the construction of three more, which leaves you how many to 
be constructed? 

General Nortu. May I add we seek the money to start all of the 
remainder? 

Mr. Tuomas. How many are there altogether to be finished? You 
have six under construction now. 

General Norru. Yes, sir; and nine remain to be started. 

Mr. Tuomas. I notice this sentence ‘‘We plan to let contracts for 
three memorials, Carthage, Draguignan, and Florence, in the present 
fiscal year.’’ 

General Norra. In the current fiscal year. That will be nine. 

Mr. Tuomas. But now you have six under construction? 

General Norrnu. Yes. 

Mr. Tomas. And during the fiscal year 1952 you plan to let 
contracts for three additional? 

General Nortu. Yes, sir. 

Mr. Tuomas. So that will leave you for fiscal 1953 the starting of 
six more? 

General Norru. Yes, sir. 

Mr. Tuomas. Which gives you a total of 15 altogether; correct? 

General Nortu. Yes, sir. 

Mr. Puttuips. Does that make the total then of 15—6 already 
under way and 3 to be started this year and 6 to be started in the 
future? 

General Nortu. Yes, sir. 

Mr. Puiuturps. That would include Mexico City as 1 of the 15? 

General Nortu. No, sir. 

Mr. Tuomas. That is already completed. 

Mr. Puruuies. Where do you get 15 without it? 

General Nortu. Suresnes. The memorial at Suresnes makes 15. 


PERSONAL SERVICES 


Mr. Tuomas. Now, your personnel estimates for 1952 and 1953 are 
as follows: You want 463 employees for fiscal 1953 as against how 
many for 1952? Four hundred and fifty was the limitation in the 
bill; was it not? 

Colonel SHaw. Yes, sir. It is 450 in foreign countries for all pur- 

ses. 
wht. Tuomas. For 1952. What is your request for 1953 for all 
purposes, 463? 

Colonel SHaw. No, sir; 463 is for salaries and expenses for main- 
tenance only. 

General Norru. It is 566 for all purposes. 

Mr. Tuomas. Where is that set out in your justifications? 
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General Nortu. On page 3 under tab B and page 5, tab A. 

Mr. Tuomas. This is your personnel, not including construction. 
You had 391 for 1952; you want 463 for 1953, which shows an in- 
crease of 72. 

Colonel SHaw. Yes, sir. 

Mr. Tuomas. For your average, all-around employment you want 
an increase of 86 over 1952. What about your construction pro- 
gram: what is vour employment there in addition to this? 

Colonel Suaw. That is on page 9 of the main body of the justifica- 
tion, at the bottom of the page—103 for 1953 as against 88 for 1952. 

Mr. Tuomas. That is an increase of 15—88 for 1952 as against 103 
for 1953. That give you a grand total of 566 requested for 1953 
as against a grand total of 450 in 1952—113 increase. 

General Norra. Yes, sir. We did not request it——— 

Colonel Shaw. No. You see, the 566 for 1953 includes our depart- 
mental and the ceiling of 450 which you mentioned, does not include 
departmental. 

Mr. Tuomas. How many do you have departmental in the District 
of Columbia? You only set out seven here in the District of Columbia; 
is that correct? 

Colonel SHaw. That is maintenance; yes, sir, and includes one 
military. 

Mr. Tuomas. What are your regular salaries under “Salaries and 
expenses’’? 

Colonel SHaw. Departmental? 

Mr. Tuomas. Yes. A total cost of $28,397 against $25,890 last 
year. Under your regular “Salaries and expenses” in the District 
of Columbia you have seven under the construction program in the 
District of Columbia. How many do you have in the other part of 
your program in the District? 

General Nortn. It is 6 departmental for maintenance and 13——— 
- Mr. Tomas. That makes a total in the District of Columbia 
under your 2 programs of 19. In round figures for 1953 your total 
request for personnel is 586 as against 470 for 1952. That is depart- 
mental and field. Is that correct? 

Colonel Suaw. Yes, sir. 


{Nore.—Correct number of personnel is 566 for 1953 and 479 for 1952.] 
CONSTRUCTION PROGRAM 


Mr. TxHomas. Last year your construction program totaled in 
dollars and cents $3,000,000, and you want to increase it to $5,000,000 
this year. I recently learned in France from French Government 
figures that inflation had risen in France from November 1, 1950, 
to November 1, 1951, 26 percent. That is an official French publica- 
tion. With that thought in mind, why not eliminate your construc- 
tion program altogether for 1953 and wait until times get a little 
more settled and economies a little more stable and then finish this 

rogram, and put your money in the maintenance of cemeteries? 

hey are all certainly well kept and well cared for now. In other 
words, let us hope that in a year or two when France gets in a little 
better fiscal condition, our dollars will buy considerably more in 
France than they are buying now. The most of this work is going 
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to be done in France. Some part will be in England and some part 
in Italy, but it is still 60 or 65 percent in France; is it not? 

General Norru. Six out of fifteen are in France. 

Mr. Tuomas. Where will the three to six you want to begin now 
be located? You have nine you have not started. Where are the 
nine to be located? How many in France and how many in Italy? 

General Norru. In France, two; in Holland, one; in Belgium, two; 
in Italy, one; in North Africa, one; in Manila, one. 

Mr. Puitures. That makes eight. And in England? 

General Nortru. England is started. There is one in Luxemburg. 

Mr. Tuomas. Is not the picture just about the same in France, 
Belgium, and Holland? I found it that way so far as inflation is 
concerned. 

General Norrn. It is not altogether so. In France it is so. As 
a matter of fact, our prices in Italy are coming in less than we esti- 
mated. 

To answer your general question, we have certain reasons why we 
want to goahead with them. In the first place, the only reason why 
this is being undertaken is one of sentiment—the sentiment of the 
relatives of those who are dead. 

Mr. THomas. As to sentiment, there are the graves. They are 
beautifully done; they are well kept. What we are talking about now 
has nothing in the world to do with the maintenance and care of the 
graves themselves. These are structures and memorials that cover 
the entire cemetery. So far as individual graves are concerned, it 
does not affect the graves; does it? 

General Nortu. No, sir. 

Mr. Tuomas. Nor the entire graveyard for maintenance, care, and 
operation of the graveyard as a total item, and certainly it does not 
affect any individual grave. 

General Nortu. You have, sir, 80,000 missing dead, then, that 
you propose to ignore by not erecting a place upon which their names 
can be inscribed. 

Mr. Puruutrs. They have no graves. 

Mr. Tuomas. And that is the purpose of the memorial? 

General Nortu. It is a major purpose of it. 

Mr. THomas. How many will there be in those nine cemeteries? 

General Norru. It will run about 60 percent, because Manila is 
one of them, and Manila has so many of the dead which are Navy in 
the Pacific region. 

Mr. Paiures. Actually, General, if you were putting up a memorial 
just for that purpose, it would be a simple memorial. 

General Norru. That is true; yes, sir. 

Mr. Putuurrs. But vou are also putting up a memorial to combine 
that feature with the feature of a little chapel? 

General Nortu. Yes, sir. 

Mr. Puruuies. As a permanent memorial to all the dead. 

General Norrn. Yes, sir. It all goes back to the original reasons 
why, as I understand it, Congress created this Battle Monuments 
Commission, not as a Cemetery Maintenance Commission. It is a 
commission to erect memorials to commemorate the achievements of 
our Armed Forces and, as a measure of economy, the Commission by 
its own recommendation plans to put a memorial in all cemeteries. 
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COST OF MEMORIALS 





Mr. Tuomas. What will the nine memorials cost you the construc- 
tion of which has not been started? The cost to start them is $5,- 
000,000. What will be the total completion cost? 

General Norru. Work is going on at all 14 cemeteries, but as to 
the 9 memorials I will have to add this up, but may I tell you it would 
be of the order of $6,000,000. 

(Norr.—Corrected figure on the basis of further study is $8,000,000.) 

Mr. Puitures. For the memorials still to be built? 

General Norru. Yes, sir. 

Mr. Tuomas. The $5,000,000 will pay for five-sixths of the cost? 

General Nortru. No, sir. There is other work going on. We have 
other work going on in roads in all of these cemeteries. We are 
working on them, and we have to complete other items that have been 
started. 

Mr. ‘THomas. What will be the total completion cost of all the work 
started over and above what has been appropriated? 

General Norrn. It will be $30,477,000, less what has been appro- 
priated. 

Mr. Tomas. In other words, it is going to take approximately $31 
million additional to complete your program? 

General Norru. Not additional dollars; no, sir. The total esti- 
mated cost of the whole thing is $30,477,000, less what has been appro- 
priated. 

Mr. Tuomas. You would need about $13 million or $14 million 
more? 

General Nortru. Yes, sir; of which this present request is part. 

Mr. Puiuurps. Let me ask another question rght there, Mr. 
Thomas, along the lines of your own question as to whether or not we 
should wait for the inflationary period to adjust itself. 

I call attention to your own testimony, General North, a year ago 
in which you said you were having some difficulty, because of the 
other building being done in France which took contractors, who 
therefore did not want to come and work for us under the more 
rigorous standards and perhaps lower profits they might make. Would 
it not be to our advantage, then, as the chairman points out, to wait 
for a period of construction readjustment? 

General Nortu. That situation has eased. We have not noticed it 
so much this year. Your guess on that is as good as mine, but I want 
to add this comment about the embellishment of some of those 
memorials. We have people working on preparing mosaics and 
sculptures. Their work is nm a somewhat perishable form until the 
installation, and you run the risk there of losing your money. Inci- 
dentally, as one way to protect the money, | have required each artist 
to get two substitutes to go into his contract and agree to finish his 
work if he does. On the other hand, if vou prolong this work too long, 
that is not a very good way to do. : 


PERSONAL SERVICES AND PARIS OFFICE 
Mr. Tuomas. Let us look at vour personnel item again, 586 for 


both programs for 1953 against 479 for 1952; that includes both 
programs and the District of Columbia personne]. Of those 586 
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how many people do you actually have engaged in maintenance and 
operation of these graveyards? I notice in your Paris office alone 
you have in the neighborhood of 60 people under both programs. 
What in the world could you do with 60 people in your Paris office? 
Certainly none of those 60 are engaged in the maintenance of 
cemeteries. 

General Nort. We have this work of maintaining records of 
graves for both programs, 125,000 graves. As I recall it, there 
are three girls doing that and part of the time of one of our men 
employees. 

In order to do maintenance and repairs, we have to do it by contract. 
Those contracts have to be prepared in two languages, one for the 
Comptroller General’s office and one for the contractors. That takes 
time. In addition, they have to prepare payrolls; they have to 
handle the social-security legislation of France. The finance work 
is a terrific burden on us. And from time to time we have to render 
reports of automobiles, and recently we filled out a thing half an inch 
thick on our methods of procuring personnel for one of the con- 
gressional committees. Just making out reports takes a lot of our 
time. 

Mr. Tuomas. That is a lot of people—60 people. 

General Nort. Yes, sir; but what you have here is construction. 

Mr. Tuomas. Thirty of them are on construction—26.1 of them 
are on what you denominate as regular salaries and expenses. Under 
the construction program, you have an officer in charge, four-tenths 
of;1; then you have 4.5 United States Army assistants; you have a 
man called an architect, another man called an architect, an engineer- 
ing aide, an accounting clerk and 2 engineering aides, an assistant 
supply clerk, a draftsman, and 18 others. That is only the construc- 
tion program. And this is all in your Paris office, where you have 60 
people. 

General Nortu. Yes, sir. 

Mr. Tuomas. There you have an officer in charge and 2.5 United 
States Army assistants. There is a Chief, Maintenance and Records; 
an administrative assistant; a supply clerk; an account clerk; an 
architect; an inspector; 2 clerk-stenographers; a planting expert; an 
assistant accounting clerk; a file clerk; a draftsman; and others 
which you lump in here, 11 others. Those are in your Paris office. 


MEUSE-ARGONNE CEMETERY 


Still talking about maintenance, at your Meuse-Argonne Cemetery 
you have 1 superintendent; 2 assistant superintendents; and 26 
laborers. 

General Nortu. We cut them down to 26, sir. 


OISE-AISNE CEMETERY 


Mr. Tuomas. At the Oise-Aisne Cemetery you have 1 superintend- 
ent, 1 assistant superintendent, and 12 laborers. 


SUPERVISORY PERSONNEL 


What part of that entire personnel of 566 here is actually labor 
doing the work of maintenance and care and operation of your 
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cemeteries? At each one of your cemeteries you have a superintend- 
ent and an assistant superintendent. Those superintendents have a 
very difficult job. I imagine the assistant has a very difficult job, too. 

General Nortu. May I answer that one question first, sir? 

Mr. Tuomas. Yes, sir. \ 

General Norru. Visitors to the cemetery require, or at least they 
imply a requirement, that the person meeting them shall be an Ameri- 
can. By the Congress’ own action they are on a 40-hour week. I 
have done my best to try to get those people to realize that they should 
not be on a 40-hour week, but that is the law. There is nothing I 
can do about it. We have to have one replacing the other over the 
week end. ‘There is the requirement for two although actually in our 
World War I cemeteries we do not have two superintendents except 
for about three of these cemeteries. The same thing goes for the 
labor. They are on a 44-hour week, I believe. 

Mr. Puruures. What is the ordinary workweek in France? 

General Norra. The French is 44 hours, sir. 

The superintendent’s job in the World War I cemetery is the super- 
vision of this labor. We have to keep the places clean, the head- 
stones washed, the lawns cut and raked. We have to maintain those 
structures in an immaculate condition. 

As I say, in response to this recent cut last fall we have cut the 
maintenance on the World War II cemeteries. We cut it on all of 
them. 

PARIS OFFICE 


Mr. Tuomas. General, you have about 60 people in your Paris 
office, and yet your total employment in that area is quite small. 

General Norra. Sir, nothing is closer to my heart than keeping 
down our overhead. I myself have gone into that thoroughly. 

Mr. THomas. You have a supervisory force, putting it at a mini- 
mum, of 12% to 15 percent. That is considerably out of line. 

General Norru. For construction, sir? 

Mr. Tuomas. I am talking about the Paris office. You have about 
60 there. You have 30.9 for construction and 26.1 for maintenance 
and operation. You have a total employment, the biggest figure, 
including the District of Columbia, of 566. Despite that you have 
60 people in your Paris office over there, which figures out almost 15 
percent supervisory personnel. 

In addition to that, each one of vour cemeteries has two managers 
or superintendents. It looks to me like you are top heavy on super- 
vision and management. Could you not consolidate your Paris per- 
sonnel here? Just because you are carrving on two operations is no 
reason in the world why those people could not commingle their 
efforts and cut down the Paris operations about 50 percent. 

General Norra. Mr. Chairman, they are as a matter of fact doub- 
ling their efforts, but in order to prepare a statement for vou we make 
our estimate of who does what. Many of them are working on both 
construction and maintenance. 

It is my considered opinion, based upon long experience, that this 
overhead in Paris is not excessive, sir; it is low. 

Mr. Tuomas. General, we are going to have to disagree with you. 
We respect your opinion, but that is out of line. There is no business 
on earth which conducts its affairs like this. 
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You have less than 400 people over there. How many people does 


this Paris office supervise, anyway, for construction and maintenance? , 


General Norru. Well, it supervises the imposed ceiling of 450, 
less that number. 


Mr. Tuoomas. You mean, this is your big office? It covers all your | 


operations? 

General Norru. No, sir. It supervises less than that. It super- 
vises three hundred odd. 

Mr. Tuomas. Three-hundred-odd. How many? 

General Norte. Plus 30 or 40 or 50 contractors. 

Mr. Tromas. Let us say 350, then? 

General Nortu. Yes, sir. 

Mr. Tuomas. You have 60 people doing the supervising. 

What do your 19 or 20 people in the District of Columbia do? 

General Norru. Several of them, sir, are preparing the data to go 
on headstones, and other things. 

Mr. Tromas. In othe: words, if you include these you have about 
18 to 19 percent pure supervision in your Paris office. Your super- 
visory force is at least 18 or 19 percent, and in addition there are two 
supervisors at each one of your cemeteries in that area. When vou 
add it all up, you have actual supervision in the Paris area of around 
22 or 23 percent of your total employment. 

General Norra. We do not have two superintendents at each 
cemetery, sir, but only in part of them do we have two superintendents. 
In general, that is true, sir; but I believe I have not made clear that 
they are supervising not only the maintenance of what | have already 
described as a scale reduced to below that which we believe is desir- 
able, but also supervising construction going on at 15 different places. 
At one of those places alone we had 21 contractors working simul- 
taneously ; and at other places the number is going up to the same level. 
Those fellows are supervising the spending of the funds which you 
appropriate to us. If they neglect it the Government loses. 

Mr. Tuomas. Yes; that is true, but I am still saying that your 
supervisory personnel is far in excess of what it ought to be. You 
are spending most of your money here for salaries and expenses and 
not for the maintenance and operation of graveyards. You are 
spending it for supervisory personnel. 


BREAKDOWN OF PERSONNEL 


What part of this Paris personnel is French and what part is 
American, in both programs? 

Colonel SuHaw. Ten out of the twenty-six maintenance personnel 
in the Paris office, sir, are Americans. 


USE OF COUNTERPART FUNDS 


Mr. Paiuutps. | have wanted to ask you if we have ever explored, 
or if there has ever been any discussion at all, about the use of counter- 
part funds for these memorials. 

General Norru. Yes, sir. We have explored it first.on our own 
initiative; secondly, at the suggestion of Senator Maybank; and, 
thirdly, at the suggestion of General Marshall; and we find that we 
get just nowhere with it. 
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Mr. Puriuures. Is it resistance on the part of the French, or is it 
resistance on the part of the ECA? 

General Norru. It is discouragement on the part of the ECA and 
the State Department, to whom we have also gone for opinion. | 
have also been to the Treasury Department for opinion. 

Mr. Puiuuips. | would just say in passing that it would seem to me 
to be equally as good an object for the expenditure of our money as to 
build a very large and expensive office building and then rent it back 
to the ECA to live in, at a cost of the American taxpayers’ dollars. 
I would think that this sort of use would certainly be as desirable as 
what we are spending the money for now. 

General Nortu. | have made that point, sit 


CONSTRUCTION PROGRAM 


Mr. Puiuups. We have spoken about this question of delay, in 
connection with the chairman’s question. Do you want to expand 
that statement at all as to our present difficulties in getting con- 
tractors? 

General Norru. No, sir; except to repeat what I have said: That 
the situation is now easing. We have no trouble in getting contractors 
to bid on our work now. 

Mr. Puiturps. Knowing the situation abroad, do vou consider that 
those prices and bids are good bids, and advantageous to us? 

General Norra. Yes, sir. I will even elaborate on that. Time 
and again I throw them out if I do not think they are good for the 
Government; which in part explains some of our delay. I will not 
let the Government be cheated if I can help it. 

Mr. Putuurps. I can confirm that from watching your investiga- 
tions of material. 

TURN-OVER OF PERSONNEL 


What is the present turn-over in your general force? | refer to your 
American employees and not the French nationals. 

Colonel Suaw. I have no figures on it, but there is very little turn- 
over among our Americans. 

General Nortru. I do not recall of anvone this vear, sir. 

Mr. Puituips. Let me ask you this: Have vou had any turn-over 
in these superintendents at the cemeteries? 

General Norvru. In the current vear, no, sir. 

Colonel Suaw. | recall only one change since the end of the war. 

Mr. Puiturpes. Have vou any men in training on what 1 would eall 
the apprentice system, which you had? Have you any men in train- 
ing now; or have you completed that? ? 

General Norru. At this moment, sir, we have none to my knowl- 
edge. 

{HSPONSIBILITY FOR CARE OF CEMETERIES 


Mr. Puitups. I would like to come back to a question we discussed 
last vear; and that refers to the time when you acquired responsibility 
for the cemeteries. I still feel that that is a matter which the legisla- 
tive committee of this Congress should take cognizance of. 

You acquire responsibility long after a war is ended, and only when 


the Army a NC turns the cemeteries over to vou? 
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General Norru. That is right, sir. 

Mr. Puiuurres. He does not do it as long as there is any chance of 
moving a body ina cemetery. That means that you now have super- 
vision over all of them? 

General Norra. Yes, sir. 

Mr. Puriurps. But how long has it been since you acquired super- 
vision over the last of the lot? 

General Nortu. Seven months, sir. 

Mr. Puiuurps. Only 7 months ago? 

General Norru. Yes, sir. 

Mr. Puriutps. Which is almost 6 vears after the end of the war? 

General Norru. Yes, sir. 

Mr. Puruurrs. That is the first time that you have had responsi- 
bility over all the cemeteries? 

General Norra. Yes, sir. 

Mr. Pures. I think this committee could perhaps well recommend 
that something be done about that, if we are headed for another war. 


WAGE DIFFERENTIAL IN FOREIGN SERVICE 


As to your wage differential, between nationals of the countries in 
which we have the memorials and Americans working in those 
countries, do you pay the nationals on the basis of the wage scales of 
our country, or of their country? 

General Nortu. So far as labor is concerned, sir, it is on the basis 
of the wage scales of their country. So far as office personnel is con- 
cerned, we pay them a little higher, enough to attract them to us, but 
nowhere near the pay which is given to Americans. By that, I am 
referring to similar people working side by side. A foreign clerk may 
get no more than one-half of what the American would get. 


REDUCTION MADE UNDER SECTION 1214 


Mr. Puiuures. You mention in your justification a reduction, 
which applies to you, of approximately 15 percent as compared to an 
average of approximately 10 percent in the general reduction made 
by this Appropriations Committee—not this subcommittee but the 
general Appropriations Committee. Why did you get a greater 
reduction than the average? 

General Norru. That was the application of this ceiling of 450 
oversea employees, sir, which is an arbitrary figure. It just hurt us. 

Mr. Puaivurps. An arbitrary figure in our bill? 

reneral Nort. Yes, sir. 

Colonel SHaw. I beg your pardon, sir. That went in the supple- 
mental bill. 

Mr. Puiturres. That is why I did not identify it when I read your 
justification. 

Colonel Suaw. Yes, sir. 

Mr. Paruurpes. I did not remember that we had made an arbitrary 
figure like that. 

Colonel SHaw. No, sir; you had not done that, sir. 
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ADEQUACY OF WATER SUPPLY AT VARIOUS CEMETERIES 


Mr. Puiuurres. With reference to your water supply—which na- 
turally interests me, as a Californian—have you been able to work out 
the problems which still existed a year ago regarding water? Are we 
now secure on all our requirements? 

General Nortu. We are secure, sir, at all but three places. Of the 
three, one is Henri-Chapelle, where I have deliberately delayed, be- 
cause there is a national project for the supply of water, in which the 
local mayor has promised us his support to help us. I have every 
reason to believe that they will bring municipal water to us. There- 
fore, | have deferred making any explorations on our own account. 

Mr. Puruuips. There was another. 

General Norru. At Neuville, sir? 

Mr. Puiuures. Where was it you were putting in the reservoir or 
trying to accumulate runoff water? Was that St. Avold? 

General Nortu. No, sir; that was Anzio. 

Mr. Puiuurrs. That is right. I remember now. 

General Norru. Finally, there was the one I told you of last year, 
which was bothering me more than any, and that was Omaha Beach, 
St. Laurent Cemetery. We made some drillings, and when I saw 
the estimates come in I refused to approve them. I said, ‘“‘That is all 
nonsense..”’ 

Mr. Puiuurps. They were test drillings? 

General Norra. Yes,sir. 1 think it would be very poor judgment 
to go 4 kilometers for water and bring it in, although the local experts 
told us to do it. I finally said, ‘Let us drill on our own site and we 
will use what water we can get, and if we cannot find water there we 
will use the dew that blows in from the ocean.”’ 

Mr. Puiturps. Have you drilled there? 

General Nortu. Yes, sir; there is water there. There is not the 
quantity we expected elsewhere. 

Mr. Puiuurrs. What sort of flow do you get? 

General Norru. We get something of the order of about 5 cubic 
meters an hour. It will be enough to supply us with some water for 
maintenance. The fogs will come in from the ocean, although we 
have had drought years there. We had a bad drought year 5 years 
ago, but I am prepared to take a chance on that, rather than to go to 
a distance and foolishly spend money to bring in water. 

Mr. Puinutps. Have you talked to these three experts on planting, 
to whom the chairman referred, as to whether you should not use a 
different type of grass there? 

General Nortu. Yes, sir. We have the grass problem in hand. 
We are working closely with Beltsville on that. 

Mr. Puitures. I have several questions I would like to ask off the 
record, Mr. Chairman. 

Mr. Tuomas. All right. 

(Discussion off the record.) 


REVISED CONSTRUCTION PROGRAM 


Mr. Corron. General, I just wanted to get straightened out in my 
own mind as to this breakdown here for construction, for which you 
are requesting $5 million. That could be divided. Part of it is for 
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the construction of memorials, and part of it is for the construction of 
sprinkler systems and other things incident to the care of the ceme- 
teries. 

General Nortu. Things akin to that. Most sprinkler systems are 
already constructed, but it is for things akin to that. 

Mr. Corron. For roads? 

General Nortu. Yes, sir—houses, garages, store buildings, and 
things of that sort. 

Mr. Corron. Could you or the budget officer break that figure 
down? How much of it is for the construction of monuments and 
how much of it is for the construction of those other things? 

General Norrn. No, sir; we cannot, for this reason: We asked for 
more than that. The Bureau of the Budget arbitrarily cut it. I 
do not know whether I am going to get that. It would be very hard 
for me to figure, sir. 

Mr. Puiuures. On tab C you broke it down, showing the request 
to the Bureau of the Budget. 

General Norra. Yes, sir. 

Mr. Puiturps. But the Bureau of the Budget reduced that from 
$149,000 to $64,000. 

General Nortru. We are not talking about that, sir. We are 
talking about construction. On the final tab C—I have called it a 
“Revised construction program’’—I have suggested that money would 
be obligated for many kinds of projects right through 1953. If we 
do not get the money, I will have to revise my views in a hurry, which 
is another reason why we have to employ clerks, because we have to do 
these things. 

Mr. Corron. Then, assuming that you were given the $5 million, 
vou could not tell us at this time how much of that would be devoted 
to sprinkler systems and other things incident to the care of graves and 
upkeep of the cemeteries, and how much would go into monuments? 

General Nortru. [I would say roughly half and half, sir. 

Mr. Corron. About half and half? 

General Norru. That is an off-the-cuff estimate. 

Mr. Corron. Now, could vou also break down for me the amount 
going into memorials? | believe you said that there were six projects 
that are now under construction. How much of that would go into 
those six projects now under construction, and how much would go 
into the three which vou intended to inaugurate as new construction? 

General Norra. Of this $5 million, sir? 

Mr. Corron. Yes. 

General Norru. A very small part, because of what we have already 
done. You have already voted me the money to build those three 
this vear; and, if [ knew that more money was coming, then I would 
go ahead and complete them. But, if you do not vote us any more 
money, then we must take the money we would have earmarked for 
that and devote it to building roads and things like that, sir. 


COST OF COMPLETING MEMORIALS PRESENTLY UNDER CONSTRUCTION 


Mr. Corron. I do not think I made my question quite clear. How 
much money do you need, if any, in fiscal year 1953, to continue or 
complete the six memorials now under construction? 

General Norru. I can give you that figure, sir. 
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Mr. Tuomas. It ought to be not any. 

General Nortru. Oh, yes, sir. We started these things in 1952. 
As a matter of fact, [ have some of them carrying over until 1954, even 
of those that were started. The way to do it would be for me to take 
them and add up from my tab C, where it says, ‘“‘Obligate 1953” and 
“Obligate 1954’’, adding all those up. I could not do it right off the 
cuff. I will do it, sir. 

Mr. Corron. Would you insert that figure in the record? 

General Norru. Yes, sir. 

(The information is as follows:) 


Fiscal year Fiscal year 


1953 1954 

Epinal Memorial...................- st P $75, 000 $84, 302 
St. James Memorial inet i 4 ineaon ; : 250, 000 | 163, 750 
Cambridge Memorial.__..__.__._-- Oe aha REAR | ‘fT PRR ATA VSS & 50, 000 | 86, 505 
St. Laurent Memorial_.............__- 2 ite: eS ee SS 200, 000 275, 778 
Anzio Memorial__--__-_--..- eee one at 150, 000 205, 225 
Suresnes Memorial. ......._.-....-- pS See es eee ere CO eee 115, 683 

Total Douae ‘ bad 2245 ; : ead 840, 683 815, 560 


COST OF NEW MEMORIALS 


Mr. Corron. At the same time could you insert a figure on how 
much of the money you are now requesting is for the three new 
projects? 

General Norra. Yes, sir. 

(The information is as follows:) 


» Fiscal year 


| 


1953 1954 
Draguignan Memorial_.........-_- PE Ea A PP at ink, os gn0,000 | $101, 625 
Carthage Memorial. -........-.-- ss LCR est ‘ | 125, 000 | 168, 158 
Florence Memorial-........-- ee ee reek Pete a a 100, 000 | 198, 600 
RES ee pre sisi seeeie See Sus 305, 000 | 468, 383 


Mr. Corron. I would also like to know this: If you start the three 
new projects, how much, if any, are you going to want in 1954 to 
complete them? 

General Nortu. Yes, sir. 

Mr. Tuomas. Mr. Cotton, may I interrupt you right there? 

Mr. Corron. Yes, sir. 

Mr. Tuomas. To use round figures, to complete your entire pro- 
gram there are six that you have under construction and nine yet to 
be started? 

General Norrn. Yes, sir. 

Mr. Tuomas. If you use round figures you are going to need $13,- 
800,000 to complete them; is that correct? 

General Nortn. It is your figure, sir, but I believe so; yes, sir. 

Me. Tuomas. It is your figure. I am just repeating the figure you 
gave awhile ago. 
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General Nortu. Yes, sir. In ema terms that is true, that is, to 
complete both the cemeteries and the memorials in them. 
Mr. Tuomas. Excuse me. 


POSSIBLE DEFERMENT OF REQUEST FOR CONSTRUCTION OF MEMORIALS 


Mr. Corton. So far as the construction program is concerned, 
General, and, of course, bearing in mind the sentimental importance 
of it, considering it purely from the physical angle, would the plant, 
the property of the Government under your Commission’s supervision, 
suffer if the construction of memorials was deferred until we get over 
the hump of this defense effort? I do not mean to include in that 
term the sprinkler systems and other things incident to the care of 
the graves. 

General Nort. In general terms, no, sir. We would have to 
adjust the money which you have given to us in order to complete 
those things which would be damaged by the elements. We would 
have to take measures to protect the artists’ work which is being 
worked on now. But to answer your question generally, sir, no, sir, 
it would not. 

Mr. Corton. That is all, Mr. Chairman. 

Mr. Tuomas. Let the record show at this point that the committee 
regrets that our colleague, Mr. Busbey, of Illinois, who has made an 
inspection during the past 4 or 5 months of practically all of these 
cemeteries, was unable to accept the committee’s invitation to sit 
with us during these hearings this morning because he was tied up 
with his own subcommittee, but he has consented to come and give 
to the committee the benefit of his judgment after inspecting these 
cemeteries; and, of course, the committee is anxiously awaiting his 
assistance and advice. 

Thank you, General, and thank you, Colonel Shaw. It is always 
a pleasure to see you, and we like for you to come by to see us. A 
lot of good luck to you and a happy New Year to both of you. 

General Nortx. Thank you, sir. 


Tuurspay, JANUARY 10, 1952. 
TAX COURT OF THE UNITED STATES 


WITNESSES 


HON. JOHN W. KERN, CHIEF JUDGE 
OTTO W. SCHOENFELDER, ADMINISTRATIVE OFFICER 
WILLIAM F. HUFFMAN, ASSISTANT BUDGET OFFICER AND FISCAL 
OFFICER 
Amounts available for obligations 








| 1951 actual | 1952 estimate | 1953 estimate 











Appropriation or estimate... _.............---.- Sie. $809, 900 $818, 000 $900, 000 

Proposed supplemental due to pay increases. _...-_--- ed eet 44, 840 |..-...---.. f 
Total available for obligation... ............-.-...------- 809, 900 862, 840 900, 000 

Unobligated balance, estimated savings..............-.---.--- WORT Win child bebhss eee éeebank 
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Obligations by activities 






















































; 
Description | 1951 actual | 1952 estimate | 1953 estimate 
tS Bis as i is eae | $756, 368 $808, 243 $844, 688 
OS EAE CE ieee | rn aL ae 50, 469 54, 597 55, 312 
Obligations incurred...............-.--------------- ..-| 806, 837 862, 840 900, 000 
| 
Obligations by objects 
| 

Object classification 1951 actual | 1952 atieahal | 1953 estimate 

Le 
Total number of permanent positions. ._..............-.-..--- 134 | 134 | 137 
Average number of all employees. --...........--.---.-------- 127 | 129 382 
Average salaries and grades: | 4 A So : 

General schedule grades: | 
Average salary $4, 282 | $4, 853 | $4, 937 
Average grade GS-6.7 | GS-7.1 | GS-73 

Crafts, protective, and custodial grades: 
De ne ele $2, 703 | $2, 934 $3, 071 
PU MMIED CL ods coca as cochcedeadion ade CPC-3.1| CPC-3.1 | CPC-3.2 
01 Personal services: Rep ci + Pent es eT Ok 
IRTURIE, CE es Rn $708, 882 766, 540 $796, 950 
Regular pay in excess of 52-week base -_-___-_-- ed PE ose Pale ee 7 2, 250 
Payment above basic rates............------...------- 723 500 
Tn ORNOUNED MORWAOG ono so cnnds pandessiencvenon 709, 615 769, 140 799, 700 
Gg RUSE 2 aI et EIS G SE ee ARE ee eee a ase 26, 548 30, 000 30, 000 
03 Deapsportation of things... ......-......2..2..26..-2.6.-- 850 800 900 
Gi IO ENOE, GOR VINEE 5 on ono nace ccccenwncccesenccsecs 4, 069 4, 000 4, 200 
05 Rentsand utility services.._.............---.---..-.-.---- 5, 479 5, 600 5, 600 
06 Printing and reproduction -.--_......---..----------------- 15, 256 15, 500 16, 000 
07 Other contractual services. palacatcaeseel 20, 637 23, 100 26, 600 
Services performed by other agencies _- hebchaniiake Bites ih 1, 130 800 1, 000 
CREE AL A ELL TOPE ToC 14, 492 7, 900 | 10, 000 
RBS Re AF aa Ee RI ae ED et ARE Ls oh ee 8, 761 | 6, 000 | 6, 000 
NN ETE Ren KEELE 21 SE Pea DE RAS a EL a 806, 837 862, 840 | 900, 000 





Analysis of expenditures 





| 1951 actual | 1952 estimate | 1953 estimate 
| —- -—— 














Unliquidated obligations, start of year__..-..........-..---.-- $50, 270 | $61, 276 | $60, 816 
Obligations incurred during the year_.....................---- | 806, 837 862, 840 BP es 900, 000 
SERS EASE Bed Gs SPT 2 a epee Le | 857,107} 924,116 | 960, 816 
Deduct unliquidated obligations, end of year_-_..._......----. 61, 276 | 60, 816 | 61, 116 
ENS IE See eT ee aR a 795, 831 | 863, 300 899, 700 
Expenditures are distributed as follows: | 
Out of current authorizations. -_.............-------------- 750, 088 | 763, 600 838, 884 
Ce Ne IN ac ecco cenmacneeereoes 45, 743 | 56, 600 | 59, 076 
Out of anticipated 1952 supplemental for pay increases_ Se! sbdkeSecd nud 1, 740 


' 


| 43, 100 


| 





Mr. Tuomas. Will the committee please come to order. 


Gentlemen, we have with us this mornin 
Honorable John W. Kern, chief judge of the 


our good friends, the 
ax Court of the United 


States; Mr. Schoenfelder, his administrative officer; and Mr. Huffman, 


the assistant budget office: and fiscal officer. 


Judge, the committee wishes you and your staff and all the employ- 


ees of the Tax Court a very happy and successful New Year. 


always a pleasure to see you over here. 


It is 
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ESTIMATED WORKLOADS 


I notice that your estimate for the fiscal year 1953 shows that you 
will bave 7,161 cases filed with you, against a total of 6,142 for 1951, 
and 6,756 for 1952. You are always on the increase; are you not? 

I also notice that at the close of the fiscal year 1951 you had 9,507 
cases pending. In 1952 at the close of business you will have 10,615 
cases pending. Also, you estimate that that will increase to 11,555 at 
the end of the fiseal year 1953. 

Your cases closed is quite revealing. For fiseal year 1951 you 
closed 5,105 cases. You estimate during the fiscal year 1952, which 
will close in another 5% months or so, 5,820, which is a sizable increase, 
about a 12 percent over 1951. You will have pending at the close of 
1952, 10,615, and estimate that your cases closed for the fiscal year 
1953 will be 6,402, but it is also interesting to note that during that 
same period you will have filed with you 7,161 cases, and you will 
close 6,453, so that is 11,555 cases carried over in 1953. 

If you have a statement for us, Judge, we would like to hear from 
you. 

GENERAL STATEMENT 


Judge Kern. I want to say first that I find by reviewing the record 
of the hearing before your committee last year that I spoke extensively 
about the work of our court, and with your permission I will not do 
that this time, but will just start in with our immediate problems. ° 

Mr. Tuomas. Judge, you can say anything you want to here. 

Judge Kern. You have put your finger right on the problem which 
is worrying us; and, gentlemen, we are concerned about it. We closed 
last year 5,105 cases. The year before that we closed 4,241. In 
other words, in actual closings in 1951 we closed. 864 more cases than 
we had closed in the year before. That was more cases closed than 
in any year since 1940. Now, that is good; but then we look at the 
number of filings, and that is not good, because in 1951 there were 
6,142 cases filed as against 5,387 the year before. We have had in 
1951, as a matter of fact, more cases filed than in any year since 1932. 

Those cases involve money, gentlemen. At the present time there 
are pending approximately 9,700 cases. Those 9,700 cases involve in 
litigation $924 million. Almost a billion dollars is involved in litiga- 
tion before us. 

Mr. Puinups. In how many cases, Judge? 

Judge Kern. 9,700 pending cases. 

Mr. Paitires. What does that give for an average? 

Mr. Tuomas. $100,000 per case. 

Judge Kern. We have made every effort, as shown by the number 
of cases closed, to do the job. 

I might say, also, that the number of cases disposed of by opinion 
increased in the vear from 890 cases to 1,100. 

Mr. Puriurps. What is the alternative; by agreement? 

Judge Kern. Yes; by stipulation or dismissal. Those are cases 
dismissed for want of jurisdiction or for some technical reason, and 
those are usually handled by me as chief judge here in Washington. 

Our judges have worked so hard that they ought to get a medal some 
way. 










tie Reese 


ORES 








23 


Our job is further complicated by the fact that during the time I 
have been chief judge we have had one death on duty. A chap died 
of heart failure while he was trying a case. We have had one resigna- 
tion on account of bad health. We have had a retirement. During 
the last year we have had three judges who have been ill with heart 
conditions, or heart trouble. It is a grueling, killing job. 

The only way we can handle this, and the only way we can attempt 
to handle this load, which is a very serious one, 1s to set as Many cases 
on as many calendars as possible, and to keep these judges working. 
Now, I have reviewed my figures, and they have gotten to the point 
where the average judge has 9 months of work on his desk right now. 
You can send them out so much, and they can effect so many settle- 
ments, but they accumulate work. Judge Luther Johnson, with whom 
Chairman Thomas is acquainted, has cases involving the necessity 
of writing 46 opinions. It is a difficult job to write over one opinion 
a week in these cases. And the judge also has to go out on circuit for 
many weeks each year. 

As a result of this work we have kept the judges busy. We have 
tried to keep them fully staffed with attorneys to help them in the 
preparation of findings of fact. You get a record in a case which is 
extremely long. It is a terrific thing to write up. We have to write 
written findings and opinions in each one of our cases. The attorneys 
write out the draft of the findings of fact, and make a memorandum 
of the law in our cases, and that keeps two attorneys busy under the 
close direction of each judge. 

Now, I am getting to the crucial point I would like to address 
myself to. I gave an indication of it last year when I appeared be- 
fore you. On page 23 of the minutes of the hearing in answer to a 
question of Mr. Thomas: 

Each judge has two attorneys? 

I said: 

Yes, each judge has two attorneys. Then they are also available to work as 
commissioners, and that is a phase that I may be back here next year on, to try 
to increase our attorney staff so that they can supplement the-work of the judges 
in holding hearings, by appointing senior lawyers as commissioners to act in the 
trial of some of these cases. 

And that is what I would like to address myself to today. 

I should have said that in spite of the tremendous increase in our 
business, as indicated by the statistics I have given to you, we have 
134 authorized positions now as against 136 authorized positions in 
1940. We have done this work, or tried to, without the personnel 
that we had over 10 years ago. 


USE OF COMMISSIONERS TO HEAR EVIDENCE 


Now, I propose, and the Budget Bureau has enthusiastically ap- 
proved the proposal, to increase our attorneys’ staff by three positions, 
and the reason for this proposal is what I am about to say. We have 
an attorneys’ staff which will permit the assignment of two attorneys 
to each judge. The Internal Revenue Code gives us the power to 
appoint commissioners for particular cases from our legal staff. We 
have to appoint them from the legal staff. Of the number of cases 
handled by us there will be many in which I, as chief judge, could 
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relieve the judges from assignments by designating to those cases a 
senior attorney to act as commissioner to hear the cases in the same 
ns? that the Court of Claims may do. 

fr. Tuomas. How general has that practice been in the past, 
Judge? 

Judge Kern. In our case? 

Mr. Tuomas. Yes. 

Judge Kern. It has not been general, and this is the reason why 
it has not been, Mr. Thomas: We have not had the necessary personnel 
to use for that purpose. 

I will give you some examples of that, if I may. I had a big case 
down in Florida with the people trying to have it tried. There were 
35 witnesses, and it was estimated that it would take over 2 weeks to 
hear the case, and it only involved some factual matters. It was an 
ideal case for the use of a commissioner, to have him go down there 
and hear that testimony rather than do it by a judge. I designated 
one of our senior attorneys in Judge Turner’s office to go down there. 
You remember Judge Turner who was chief judge ahead of me. At 
that time this particular attorney was working on the findings of fact 
in the Boston & Maine Railroad Co. case, which involved 32 issues 
and problems of railroad depreciation, and Judge Turner cried to 
high heaven as a result of my taking his attorney to send down to 
Florida to hear this case. So, I delayed the case down in Florida, 
and, finally, with much moaning on the part of Judge Turner, he went 
down there to hear the case. 

Not long ago I was going to appoint a commissioner from a judge’s 
staff to go out on the west coast to hear some of these long section 722 
cases. The judge from whose office he would go came rushing in to 
me and said, ‘For heaven’s sake do not appoint him as commissioner, 
I have work for him to do.”’ 

I have been able to use our attorneys very successfully, but they 
have been used in cases where a judge has been ill. As I say, we have 
a couple of illnesses on the bench and I have been able to use attorneys 
from those offices, but what the court needs is two men who are not 
attached to any judge, but working directly under the chief judge in 
his office, who can be designated by the chief judge to sit as commis- 
sioners, and who can also be designated by the chief judge, and I 
know they will be busy all the time, to act as pinch hitters in difficult 
cases all the way around the court. 

Mr. Tuomas. Judge, would you say this, that you are not departing 
from the usual and customary practice in all our Federal courts of 
appointing someone to merely sit and hear the evidence and file his 
conclusions of law and findings of fact with the judge? That is a 
common practice in most courts, is it not? 

Judge Kern. That is right. 

Mr. Tuomas. In both State courts and Federal courts? 

Judge Kern. That is right. 

Mr. Tuomas. After all, the decision has to be made by the judge 
himself. 

Judge Kern. That is right. 

Mr. Tuomas. And the court in the past has resorted to this prac- 
tice on various and sundry occasions. All you are asking for is for 
two more senior lawyers to sit and hear the evidence in various cases, 
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and it all adds up to saving the time of the judges and of the court 
generally? 

Judge Kern. That is right. 

Mr. Tomas. And it is not an uncommon practice either in your 
court or other Federal courts? 

Judge Kern. No, sir. We rather fought against it, but we are at 
the point where we have to do it, and the only effective way to do it 
is to get two senior attorneys in addition to the regular staff of 
attorneys to act as commissioners. 

Mr. Corron. May I ask a question there, Mr. Chairman? 

Mr. Tuomas. Yes, surely, Mr. Cotton. 

Mr. Corron. It has been my observation many times in the practice 
of law that when you had a master sitting on a case that after you had 
gone through all of that trouble of having him sit on the case it had to 
be tried all over again by the judge, and before you got through with 
it you had two trials instead of one. You do not anticipate any such 
trouble as that? 

Judge Kern. No, sir, I do not. The commissioner hears the evi- 
dence, and the record is made; the only record in the case is made be- 
fore the commissioner. The commissioner writes his suggested find- 
ings of fact with conclusions which are published and then the parties 
to the suit can concentrate on their objections or exceptions, and those 
are referred to the judge. If for no other reason, it is advisable because 
it keeps the judge from going from here to sit 3 weeks on a case. 
He wastes a week traveling, and 3 weeks sitting on the bench, and 
the type of case we are now getting is one which is another crucial 
point which makes it advisable. We have now about 900 cases in- 
volving sections 721 and 722 of the Internal Revenue Code. Those 
are refund cases. We have to go into all of the history of the industry 
and the economic statistics. Among the things that the taxpayer 
tries to show is that there has been an unusual economic depression 
in his industry, or unusual economic changes have taken place, and 
those cases consume a lot of time and they are adapted to a commis- 
sioner hearing them, and it will relieve a judge of the time taken in 
hearing these cases. 

Mr. Corron. You do not have to hear the evidence? 

Judge Kern. No, we do not have to hear the evidence. 

Mr. Corron. That is all. 

Mr. Anprews. The long and short of it is that you can handle more 
cases In a year’s time? 

Judge Kern. That is right. 

Now, I had a calendar of section 722 cases this summer out in 
California. I had a commissioner appointed to hear them. The 
reason I could do it was because a judge was ill and I could take his 
attorney and put these section 722 cases on, and we heard them in 
Los Angeles. A commissioner was out there 3 weeks and it relieved 
some judge of 3 weeks’ time in hearing them, plus other incidental 
savings in time. 


PROCEDURE FOR INVOKING JURISDICTION OF THE COURT 


Mr. THomas. Who invokes the jurisdiction of your court? 
Judge Kern. The taxpayer, sir. 
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Mr. Tuomas. The taxpayer? 

Judge Kern. Yes. 

Mr. Tuomas. And, of course, it is for the use and benefit of the 
taxpayers, not the Government, but under the procedure the taxpayer 
pays his tax, and then if he gets any relief on his petition before the 
court he gets a refund? 

Judge Kern. No, that is not exactly right, sir, because the taxpayer 
in a particular tax case can appeal from the determination of the 
commissioner before paying the tax. However, if he goes into a 
district court he has to pay his tax first and then sue for relief. 

Mr. Tuomas. But he can come into your court without first paying 
his taxes? 

Judge Kern. Yes, and get a judicial determination. 


RENEGOTIATION PROCEDURE 


Mr. Tuomas. What about the renegotiation procedure; is that 
initiated by the contractor? 

Judge Kern. Yes, by the contractor in those cases, that is right. 

Mr. Tuomas. In other words, he can get into your court and the 
Government cannot? 

Judge Kern. Yes, sir; but after he is once in then the Government 
can come back and say ‘‘we made a mistake and should have deter- 
mined more excessive profits.” 


PERSONAL SERVICES 


Mr. Tuomas. You want 132 people here for 1953? 

Judge Kmrn. That is the average, sir. 

Mr. Tuomas. All right, how many people do you want? 

Judge Kern. One hundred and thirty-six plus one, or one hundred 
and thirty-seven. 

Mr. Toomas. One hundred and thirty-seven? 

Judge Kern. Yes, sir. 

Mr. Tuoomas. How many did you have last year? 

Judge Kern. One hundred and thirty-four. 

Mr. Tuomas. One hundred and thirty-four? 

Judge Kern. Yes, sir. 

Mr. THomas. You want three new trial attorneys, is that it? 

Judge Kern. We want two senior attorneys; attorney-advisers who 
can be used under the chief judge. 

Mr. Tuomas. All right, what is the third one for? 

Judge Kern. The third one is an attorney-assistant to help the 
court in section 722 cases, special relief cases involving excess-profits 
refunds. 

SALARY OF SENIOR ATTORNEYS 


Mr. Tuomas. What do you have to pay these senior attorneys? 

Mr. ScHOENFELDER. They are all at $9,600. 

Mr. Tuomas. Mr. Reporter, at this point in the record insert the 
table appearing on page 11, which shows that your obligations for 
1952 for personal services were $862,840, and for 1953 will be $900,000. 

(The matter referred to is as follows:) 
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Amounts oneiiabie ee abligation 


| 1951 actual | 1952 estimate | | 1953 estim: ate 








| | 
Appropriation or estimate. ee ee $809, 900 $818, 000 $900, 000 
Proposed supplemental due to pay ineveneil......sccbisel iain. ks Bieter ey) See 
Total available for obligation. -___..__.___- Rae 809, 900 862, ‘840 900, 000 
Unobligated balance, estimated savings f —3, 063 ee : 


oe  , SRSTEES © ARE EE ENTE OBEY PE pe OB Ts 806, 837 862, 840 | 900, 000 


Mr. Tuomas. It should be noted at this point in the record that 
the figures for personal services for 1952 did include the full year’s 
raise In pay. 

Follow that up, Mr. Reporter, with the general statement on page 
14, showing the personal services cost for 1953 as $799,700, and not 
$900,000. The difference between $799,700 and $900,000 is made up 
in your travel item, transportation of things, communication services, 
rents and utility services, printing and reproduction, and so forth, as 
set out on the table on page 14. 

(The matter referred to is as follows:) 


Object classification 1951 actual | 1952 estimate | 1953 estimate 

01 Personal services 
Permament positions $708, 882 $766, 540 $796, 950 
Regular pay in excess of 52-week base - 2, 100 2, 250 
Payment above basic rates 733 500 500 
Total personal services 709, 615 769, 140 799, 700 
02 Travel 26, 548 30, 000 30, 000 
03 Transportation of things-- 850 800 900 
04 Communication services 4, O69 1, 000 4, 200 
05 Rents and utility services 5,479 5, 600 5, 600 
06 Printing and reproduction - 15, 256 15, 500 16, 000 
07 Other contractual services 20, 63 23, 100 26, 600 
Services performed by other agencies l, 130 S00 1, 000 
08 Supplies and materials 14, 492 7, 900 10, 000 
09 Equipment f 8, 761 6, 000 6, 000 
Obligations incurred 806, 837 862, S40 900, 000 


OTHER CONTRACTUAL SERVICES AND SUPPLIES AND MATERIALS INCREASES 


Mr. Tuomas. You have an increase in other contractual services 
from $23,100 to $26,600, and you have an increase in supplies and 
materials from $7,900 in 1952 to $10,000 in 1953. We might go into 
those two items. 

TRAVEL 


We also have some legislation in your bill that we have carried over 
from 1952— 
Provided, That travel expenses of the judges shall be paid upon the written 
certificate of the judge. 

What is the amount of your travel expense per vear, and what is 
the average per diem cost of the judges’ travel? 

Judge Kern. We are limited to $10 a day. 

Mr. Tuomas. All right, but under this language you are not limited 
to anything. 
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Judge Kern. I would say that the average per diem is $10. 

Mr. ScHoENFELDER. It is subject to the comparable rate that is 
paid for the per diem for the judges of the customs court. 

Judge Kern. We get the same per diem amount that they get. 

Mr. ScHOENFELDER. It is limited. 

Mr. Tuomas. Is it limited by statute? 

Mr. ScHOENFELDER. Yes. 

Mr. Tuomas. Not under this language that we provide in this 
bill. This way it is as open as a parn door and is not subject to 
inspection or anything. 

Judge Kern. It is limited by statute, Mr. Chairman. 

Mr. Tomas. I think this language overrides the statute. 

Mr. ScHoEeNnFELDER. I think this refers to the individual items of 
expenditure. 

Mr. Tuomas. I think it is broader than that if you want to take 
advantage of it. 

Judge Kern. Nobody ever does take advantage of it. 

Mr. Tuomas. What is the average number of judges and employees 
that you have on travel status, and for how long do you have them on 
travel status? In other words your travel here for 1953 is $30,000, as 
against $30,000 for 1952. 

Judge Kern. We are just limited in the physical capacity of the 
judges as to how many assignments they take. In this last fall term 
we had hearings in 42 cities. 

Mr. Tuomas. This only pays the travel expenses of the members 
of the Court and the employees? 

Judge Kern. That is right. 

Mr. Tuomas. Now the Justice Department defends these suits? 

Judge Kern. We set calendars in the field, and we had them in 42 
cities in this last fall term. That included some repeats in New York, 
and so forth. We send out a judge and one employee with him, and 
that one employee acts as bailiff, clerk, crier, and everything else. 
We only send out two people. 

Mr. Tuomas. Now the Justice Department defends these suits? 

Judge Kern. Well, the Bureau of Internal Revenue in some, and 
the Justice Department in others. 

Mr. Tuomas. They pay their own travel expenses and they are 
not charged to this appropriation? 

Judge Kern. That is right. 


WORK LOAD OF THE COURT 


Mr. THomas. Now, what about your printing item? 

Judge Kern. Mr. Thomas, may I just interrupt? I would like to 
point out, gentlemen, that this court was created in 1924 and there 
were 16 judges at that time, but in those days there were about 
3,000,000 taxpayers filing returns. Now there are 60,000,000 tax- 
payers filing returns. The number of cases has increased and the 
amount of litigation has increased as you all know, and we still have 
16 judges. The other Federal courts have increased to tremendous 
numbers. The real answer to this may be that we will have to in- 
crease the number of judges in our court, but we do not want to do it 
because we want to have a unified court that will not have discrepan- 
cies and inconsistencies in its decisions and opinions. We want to 
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have a unified court. To have many more than 16 makes it difficult. 
In other words, this attempt to get two more attorneys whom we can 
use as commissioners may make it unnecessary to ask for an increase 
in the number of judges and that is one important reason we want to 
get this through. 

Mr. Corron. May I ask one question there, Mr. Chairman? 

Mr. ‘Tuomas. Surely. 

Mr. Corron. I have no desire, Judge, to open up last year’s dis- 
cussion about the court, but I notice in the program and performance 
of the court, as set forth in the committee print, that states the func- 
tion of the court, it states: 

The court also adjudicates claims for processing tax refunds and redetermines 
excessive profits on renegotiated war and postwar contracts. 

Judge Kern. Yes. 

Mr. Corton. Roughly, how much of your activity is devoted to 
this matter of considering 1 ‘enegotiated contracts and excess profits? 

Judge Kern. We now have about 249 renegotiation cases involving 
the determination of excess profits in the amount of $148,100,000. 
Now, we had at one time approximately 900 of these cases, and we 
winnowed them down. We have been hoping to get rid of them, but 
the Congress in the last session continued our jurisdiction under the 
new renegotiation statute. We do not know how many new cases 
will arise from that. We have not had many new cases filed, but there 
will be additional cases filed. 

Mr. Corron. Who files those cases? 

Judge Kern. The contractor. The War Contract Price Renego- 
tiation Board, as it used to be, determines in the case of a given 
contract that there were excessive profits, we will say, in the anount 
of $100,000. Prior to our jurisdiction in these cases, contractors had 
no right whatsoever to a judicial review of such a determination, and 
Congress saw fit to give some court jurisdiction so that there could be 
a judicial determination of the question, and they put it on us. The 
contractor can file a petition in our court asking for the redetermina- 
tion, after trial, of that amount. 

Mr. Corron. Is the amount of that work increasing? 

Judge Kern. No; it has decreased up to the present moment, but, 
as I sav, a new Renegotiation Act was passed and we anticipate that 
there will be some litigation arising out of this rearmament program, 
but it has not come in in any great amount yet. We pray that it will 
not. 

Mr. Corron. Thank you, Mr. Chairman. 
Judge Kern. I hope that answers your question. 


PRINTING AND REPRODUCTION 


Mr. THomas. Address yourself, Judge, to your printing item here 
of $15,500 for 1952 as against $16, 000 for 1953. What do you include 
in that $16,000 for printing and binding? 

Judge Kern. May I ask Mr. Schoenfelder to speak on that, Mr. 
Chairman? 

Mr. Tuomas. Yes. 

Mr. ScHoEnreLpDeER. For the fiscal year 1951, which is an actual 
figure, we actually spent $15,255. The biggest cost involved was for 
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the printing and publication of the bound volumes. We obligated 
$10,400 for the bound volumes of the decisions of the court. 

In addition to that, under that particular allotment these expendi- 
tures also appear, we have preliminary printed decisions. They come 
out in leaflet form and monthly pamphlets. They cost another $1,000. 
Then envelopes and stationery also fall in that, miscellaneous binding, 
- printing of docket books, and also the expenditures for standard 
orms. 

Mr. Tuomas. Do you give out these opinions and decisions of the 
court in bound volumes free, or are they sold? 

Mr. ScHoEnFELDER. There is a limited distribution list on all of 
them, Mr. Thomas. In the case of the bound volumes they are limited 
to officials in various offices in the Federal Government. In the case 
of the printed decisions in leaflet and pamphlet form, there is also a 
limited distribution within the Bureau and the various departments 
of the Government, the Department of Justice, and so forth. 


OTHER CONTRACTUAL SERVICES 


Mr. Tomas. What about other contractual services here where 
you want $26,600 for stenographic services for 1953? 

Mr. ScHOENFELDER. That has gone up for two reasons, basically 
the increase in the cost per page of the reporting of proceedings and 
the additional number of pages that will have to be reported. 

Mr. Tuomas. But you jump up from $23,100 to $26,000 this year 
on that. 

Mr. ScHoENFELDER. That is right. 

Mr. Tuomas. You let that on competitive bidding, do you not? 

Mr. ScHOENFELDER. Yes. 

Mr. Tuomas. A good many agencies of the Government let those 
things out on competitive bidding, and they actually make a little 
money on them instead of costing the taxpayers any money because 
they sell copies to the litigants. Now why cannot the Tax Court do 
that? 

Mr. Schoenretper. For this reason, sir, there is always a limited 
number of parties involved. There will usually be three requests for 
copies of a proceeding, one copy for the court, one for the Bureau and 
one for the petitioner. In the particular situation you describe, such 
as the ICC, where they have a multitude of parties who are present 
before each proceeding, in a case like that every time the reporter 
types up a page and has a request for 30 or 40 copies he makes money 
on those copies, but in our ease it is an original and 2 copies sold. 


PROCEDURE IN THE FEDERAL COURTS 


Mr. Tuomas. What is the procedure in the Federal courts now? 
I have not been in the Federal courts for 16 years. In the old days 
if a man wanted his case reported he had to pay the reporter for it. 
What does he do now? 

Mr. Scuoenrevper. He has to do it as the petitioner does in our 
case. 

Mr. Tuomas. Why can you not operate in the same way that the 
Federal courts do? 
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Judge Kern. They have salaried reporters in the Federal courts 
today. 

Mr. ScHOENFELDER. In the Federal courts I think you will find 
they have salaried reporters, They have salaried reporters who per- 
form those duties for the court, but the litigants in the case pay a 
stated amount per page for their transcript either 50 or 55 cents a page. 

Mr. Tuomas. In the old days we had a regular designated Fed- 
eral reporter, and if a man wanted a case reported he had to pay for 
the transcript. 

Mr. ScHoOENFELDER. That is right. 

Mr. Tuomas. I understand it has been changed to where you have 
a regular reporter, but the litigants have to pay for a transcript if 
they want it. Why can you not do that now? 

Judge Kern. Our bid shows so much a page for the court, so much 
a page for the Bureau of Internal Revenue, and so much a page for 
the taxpayer. We pay 32 cents. 

Mr. ScHOENFELDER. We pay 30 cents. 

Judge Kern. How much does the taxpayer pay? 

Mr. ScHOENFELDER. He pays 35 cents. 

Judge Kern. Thirty-five cents? 

Mr. ScHOENFELDER. Yes. 

Judge Kern. And how much does the Bureau of Internal Revenue 
pay? 

Mr. ScHoENFELDER. I think it is 17 cents. 

Mr. Tuomas. What do you get, daily copy? 

Mr. ScHoENFELDER. That is what we call regular copy, which is 
delivery within 10 days east of the Mississippi, and 15 days west of 
the Mississippi. 

Judge Kern. That is for the copy for the court. The taxpayer 
pays for his own copy, and the Bureau of Internal Revenue, or in the 
renegotiation case the defendant pays for his own copy. 

Mr. ANprews. The reporter gets about 80 or 85 cents a page? 

Judge Kern. Yes; and they say they lose money on it. , 

Mr. ScooenrELDER. The Alderson Reporting Co. reports to us, and 
I am taking this as a statement from their office manager, that in 
New York City a reporter will not put a page in his typewriter unless 
he is guaranteed 80 cents a page, and in that particular case if all the 
reporting of the court were done in New York City the Alderson 
Reporting Co. could not take the contract on the bid they have up 
with us right now. 

Judge Kern. The Interstate Commerce Commission was sometimes 
paid a bonus by the reporters. 

Mr. ScHoENFELDER. But they do not now. 

Judge Kern. But the reason the reporter saw fit to make that ar- 
rangement with the ICC was because they had a large number of 
people involved in the litigation. 

Mr. Anprews. The litigant does not pay any court costs in your 
court? 

Judge Kern. He pays a filing fee when he files his petition. 
Mr. Anprews. How much revenue did you have last year? 
Mr. ScHoenrevper. In excess of $66,000. 

Mr. Anprews. Which was turned into the Treasury? 

Mr. ScHoenreLper. Yes; into miscellaneous receipts. 
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Mr. Anprews. That is all. 

Mr. Puitutips. It just occurred to me, Judge Kern, that I seem to 
be the only one of the members of the subcommittee who is not an 
attorney, so I will leave the technical détails to them. I have this 
question. If I ask you about the average cost that does not mean 
very much. What is the smallest figure involved in cases brought 
before your court; how small are some of those cases? 

Judge Kern. They can be any amount, sir. 

Mr. Purturps. How small in money are some of the cases that do 
come before your court? 

Judge Kern. I would say some involve around $100. I had an 
interesting experience in Chicago once. I heard a case involving the 
Pullman Co. one morning, and there was $5,000,000 involved in taxes. 
I went on the bench in the afternoon and there was a case involving 
the cleaning and pressing bills of a railroad conductor and the total 
amount involved was $87, and it was a pretty well tried case, and 
I was very much interested in it. Of course, it happened to be a test 
case. The railroad union was raising this question as to whether 
they should pay for the cost of their uniforms and the upkeep of them. 
You get cases involving small amounts, and it depends upon the 
localities in so many of them, but there is not limit to it. You get 
questions of dependencies and things of that kind, and you run the 
whole gamut, from small amounts to enormous amounts, and some- 
times the ones involving the smaller amounts will give you more 
trouble. They will just wear you out. 

Mr. Putuurps. It is obvious, sitting here and listening to this year 
after year, that vou are with great difficulty keeping up, and you are 
not getting ahead on the number of cases you have. In your opinion 
why is the number of tax cases increasing like that over the years? 

Judge Kern. Largely because of the increase in the number of tax- 
payers, and the complexities of the revenue laws also contribute to it, 
and then taxes are getting up to the point where they are pinching 
awfully hard. 

Mr. Puitiips. And people take cases to you which they would not 
have taken to you 10 years ago? 

Judge Kern. Yes, they might, but I would say the greatest reason 
is the increase in the number of taxpayers and the increasing burden 
on the individual taxpayers, and also the lawyers are giving more 
thought to taxation now. 

Mr. Anprews. Let me ask you one question here off the record, 
Judge. 

(Discussion off the record.) 


AVERAGE LENGTH OF TIME REQUIRED TO GET INTO COURT 


Mr. Tuomas. Judge, what is the average length of time it takes a 
man to get into court after he files his petition? 

Judge Kern. That depends upon the locality, sir. Down in 
Houston, we will say, we go down there about twice a year, and I 
would say it would take him about 6 months to have his case heard 
from the time he files his petition. 

Mr. THomas. What about New York? 

Judge Kern. We are up in New York pretty often, but they have 
a tremendous backlog of tax cases up there. 

Mr. Tuomas. What is the average length of time it takes for a 
man to get his case heard? 
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Judge Kern. I would say about 8 or 9 months after he files his case. 
Mr. TxHomas. In other words, it takes a man no longer than 8 or 


9 months to get his case heard after he once files his petition? 


Judge Kern. That is right. 


It depends upon the locality, because 


in the case of some localities we are not able to get there more than 


once every 2 years. 
Mr. Tuomas. Thank you very much, Judge. 


THURSDAY, JANUARY 10, 1952, 


INDIAN CLAIMS COMMISSION 


WITNESSES 
LOUIS J. O’MARR, ASSOCIATE COMMISSIONER 


WILLIAM M. HOLT, ASSOCIATE COMMISSIONER 


JAMES A. LANGSTON, ADMINISTRATIVE OFFICER 


SALARIES AND EXPENSES 
Amounts available for obligations 


1951 actual 





Appropriation or estimate __..._..-...-.--..-.---- 
Proposed supplemental due to pay increases - -_-- a iar P 
Prior year balance reappropriated dis bah SSH 7, 300 


$87, 700 | 


Total available for obligation 


Se Sata ae 95, 000 
Unobligated balance, estimated savings 


I ee in igsicwechctcte caine 87, 995 


Obligations by activities 


Hearing and adjudication of Indian claims: 
1951 Seret 
1952 
1953 


Obligations by objects 





Object classification 1951 actual 


Total number of permanent positions-_______--- 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
PV IE ok dhd dno ici seth Oe boectdanm den 
OTE na os 2S oo Sno ncvacudcessecnce 


01 Personal services: 


Permanent positions. --..........--.--.-- $82, 419 
Regular pay in excess of 52-week base---- : 

Tosi personal ebrviee. | cee 82, 419 | 
02 Travel of: CRE SEER I SP ere 5 Tae 2, 163 
04 Communication services staciasm Ginnjp take Bikictiate eal tans Sis Lcd anak 605 
06 Printing and reproduction. . Lc ekesdid pad dddscukele 174 
07. Other contractual services. .........~.....6-..0..-..4....- 108 
Services performed by other agencies__..._.___.-...-- | 45 

08 Supplies and materials. -......................--.---.-- . 518 | 
SOR, oc tee ot CAL cote ke Buse cs ake Wkiec sak 1, 940 

AS: Damen end aenbetientes isi oe ee 23 | 
MA TANS SUNOS 68 os asi Bo <netwas 2s lanes 1 °° * @7, 008 


| 1952 estimate 


1952¢ 


1953 estimate 


$89, 600 $104, 700 
3, 900 sh yh 


93, 500 104, 700 


93, 500 104, 700 


stimate | 1953 estimate 
11 12 
11 | 12 
$5, 783 | $6, 321 


GS8-9.5 GS-10.0 


$88, 083 | $98, 704 


178 | 182 
88, 261 98, 886 
2, 800 | 3, 100 
750 | 750 
150 | 150 
100 100 
50 50 
600 | 600 
745 | 974 
44 | 90 


104, 700 





93, 500 | 
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Analysis of expenditures 





| 1951 actual | 1952 estimate | 1953 estimate 


























Unliquidated obligations, start of year : se oa | $4, 449 $5, 211 $3, 551 
Obligations incurred during the year___.____- ENT ia ee 87, 995 93, 500 104, 700 
sib 92, 444 98, 711 108, 251 
Deduct unliquidated obligations, end of year___.........-..-- 5, 211 3, 551 3, 971 
Total expenditures............_.__- cA csats wipheomeneiids 87, 233 95, 160 104, 280 
Expenditures are distributed as follows: 
Out of current authorizations_ -- ‘ berated 82, 784 | 86, 140 100, 729 
Out of prior authorizations.__..___-. : noon 4, 449 | 5, 211 3, 460 
Out of anticipated 1952 supplemental for pay increases-_-_--|......----.-..] 3, 809 91 











Mr. THomas. Gentlemen, we have the pleasure of having with us 
this afternoon Commissioners O’Marr and Holt, and Mr. Langston, 
administrative officer, of the Indian Claims Commission. 

We wish all of you gentlemen a very happy new year. 

Mr. O’Marr. Thank you. 

Mr. Tuomas. If either of you has a statement for us, we will be 
glad to hear from you. 


GENERAL STATEMENT 


Mr. O’Marr. We have no formal statement to make here, except 
perhaps I should state that we are only requesting an increase of 
$11,200. The principal item is $9,600 for a position of chief investi- 
gator of our Commission, which has not been filled for a couple of 
years because we have not needed one. But we have reached a time 
in our work where it becomes absolutely necessary that we have the 
assistance of a man who will fill this position. 

As to the details of the other items totaling $1,600, I will leave that 
to Mr. Langston, our administrative officer. 

I might say, also, that up until now we have not been pressed, be- 
cause of the inability of the Department of Justice to get ready to 
try these cases. It has had a wholly inadequate staff of lawyers to 
handle the cases, but now I understand they have increased their staff 
by perhaps 8 or 10 men; so we can expect from now on that many more 
cases will be ready for trial than there have been in the past. Outside 
of that, I think the increases are a routine matter; are they not? 

Mr. Lanasron. Yes. There is an item of $1,025 that relates to 
within-grade promotions, the extra payday cost and length of time 
in grades; and $575 of which $300 is for travel, $229 for equipment, 
$46 for additional Federal insurance contribution taxes. That makes 
$1,600 in addition to the $9,600, or a total of $11,200. 


NUMBER OF CLAIMS FILED 


Mr. O’Marr. Perhaps I should eall the committee’s attention to 
the fact that there have been 852 claims filed with the Commission. 
How many were filed in July and August? 

Mr. Laneston. Approximately 530 filed from July 1 to August. 13. 

Mr. Puituips. The expiration date for filing claims was August 13, 
1951. What was the total number filed at that time? 

Mr. Ho rr. Eight hundred and fifty-two. 
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BUDGET SUMMARY 






Mr. Tuomas. Let me summarize this budget briefly. Last year 
you were given $89,600. This year you want $104,700. But the 
$89,600 does include all the pay for last year. So you want $11,200 
more than in the fiscal year 1953—$9,600 is for a new position, which 
will give you 12 employees, and you now have 11. Your other objects 
are an increase of $1,600 for printing and binding, travel, supplies, 
and material. 

Is that the picture? 

Mr. Lanestron. That other increase of $1,600 includes, besides 







































4 $1,025 for personal services, only travel, equipment, and FICA 
3 taxes—$1,025 of the $1,600 includes $980 within-grade promotions 


and $45 relating to time in grade and the extra pay day. Then there 

2 is $575 relating to travel, equipment, and social security, in the 
Ee amounts just given. 

Mr. Tuomas. One is the social-security item under the Tax Act, 
and the other is within-grade promotions? 
B Mr. Lanesron. Social security, travel and equipment, and within 
7 grade promotions, extra pay day, and longer time in grade. 
: Mr. Tuomas. The items mentioned total $1,600? 

Mr. Laneston. That is right. 


DUTIES AND FUNCTIONS OF THE COMMISSION 


Mr. Tomas. At this point in the record we will insert beginning 
on page 3 of the justifications all under the subhead ‘Duties and 
functions,’’ which shows the act set a limitation date of August 13, 
1951, for cases to be filed, and the Commission is supposed to wind up 
when—in July 1955? 

Mr. Hour. 1957. 

Mr. Laneston. April 1957—10 years after the Commission started. 

Mr. Tuomas. April 1956; is it not? 





4 Mr. Lanastron. No; 1957. 

‘ Mr. Tuomas. April 10, 1957? 

; Mr. Horr. That is right. 

(The matter above referred to is as follows:) 


A. Duties AND FUNCTIONS 


4 

x 

F The duties of the Commission are to hear and determine all claims arising under 

; section 2 of the act, up to and including August 13, 1946, on behalf of any Indian 

| tribe, band, or other identifiable group of American Indians residing within the 

j territorial limits of the United States or Alaska. The act provides that the claims 
may be heard notwithstanding any statute of limitations or laches but that all 

other defenses shall be available to the United States. 

The Commission is required to make written findings of fact, conclusions of law 
and opinions in each claim decided, and, when an award is made, to state the 
amount of any allowable offsets, counterclaims, or other deductions. Decisions 
3 of the Commission may be appealed to the Court of Claims, and decisions of that 
, 3 court are subject to review by the Supreme Court of the United States 





STATUS OF CLAIMS 


Mr. THomas. We will also insert in the record the bottom of page 3 
and all of page 4, which shows you have 852 claims filed with a poten- 
tial dollar value of $3,016,377,000, exclusive of interest. There is no 
telling what the interest will be. 
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Mr. Lanestron. I might also say there that includes only the 
amount where claims state the amount. There are many claims 
where the claimant does not state any amount. 

(The matter above referred to is as follows:) 


B. Stratus or CLaims 


The claims filed by the end of the filing period, August 13, 1951, were 852. The 
amounts specifically claimed, or estimated where possible in claims not stating 
the amount, approximate $3,016,377,000 exclusive of interest. 

Of the 852 claims filed, 530 were filed between July 1, 1951, and the expiration 
date for filing, August 13, 1951. The claims involve large sums and present com- 
plicated questions; and they call for the most serious study and analysis of the 
facts and the law applicable thereto. 

The status of the 852 claims on December 31, 1951, is given below: 


MI hia tobe acs Odd dbase tiles edacalwwdediabesese 36 
Withdrawn or dismissed without prejudice__._-_.......-..--.--------- 17 
Liability determined, amount undetermined____._-.........-.--------- 3 
Pending decision _ ____- peat EOL: PLEATS SRI EE EER i ea NN 1 
Testimony complete; awaiting briefs or argument____.-....---.-------- 19 
eens parteny Completed. oc ess S lor foc sa eee ll ee 91 
AR it iets Oa i gts Sek Laem e wake. 3 81 
Se I ON i card ol lesser tid esmiaknsiiealeebielae iin pubes 25 
eS SO i ooo dn wap iliac inci ead anew enue 579 


The Commission has decided 36 claims, of which 7 received awards totaling 
$5,001,594.48 and 29 were dismissed. In addition, three claims have been found 
to be entitled to awards, the amounts of which are yet to be determined. 

During the past fiscal vear the Commission acted on 181 motions; and heard 
testimony, oral arguments, and motions relating to 97 claims at 63 hearings in 
Washington and the field. In the past 6 months of the present fiscal year, the 
Commission has acted on 408 motions, and has heard testimony and motions in 38 
claims at 22 hearings in Washington and in the field. 

Mr. Puriturrs. What disturbs me, Mr. Chairman, and I ask this 
as a question of the witness, Mr. Langston, you have apparently in 
the life of the Commission had filed with you 852 claims, which is 
the final figure unless Congress should reopen the door? 

Mr. Laneaston. Yes, sir. 

Mr. Puiturps. That is the final figure as of now; yet in the life of 
the Commission you have actually been able to settle only 53 of those 
claims, with 220 in the mill and 579 yet to be acted upon. It seems 
to me at the rate you are progressing you are going to have to do 
something to bring this to a conclusion by 1957. 

Mr. O’Marr. We tried to explain that. There are two problems 
that have confronted us from the very beginning, and one ‘on been 
the inability of the Department of Justice to handle these cases. 
They have not had adequate help. In addition to that, a great 
many of these cases require a report from the General Accounting 
Office, and the General Accounting Office has been away behind. 
They are just now beginning to catch up on those reports. 

Mr. Pmiuirps. Let me ask you two questions, then. First, with 
the increase in service, if I may call it that, on the part of the Attorney 
General and tee GAO, how long do you think it is going to take you 
to finish? The other question is, What have you been doing? waiting 
for these claims to come in? 

Mr. O’Marr. We have not been waiting at all. We have been 
very busy all the time trying these cases. For example, we have at 


the present time 91 cases in which only partial hearings have been 
had. 
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Mr. Puruures. You mean there are only 91 cases that have not had 
some kind of action? 

Mr. O’Marr. No. There are 91 cases, in addition to those we 
have determined, in which there have been partial hearings. 

Mr. Puriires. How many cases are there on which you have had 
no action at all? That would be 579; would it not? 

Mr. Tuomas. Five hundred and seventy-nine; yes. 

Mr. Laneston. Five hundred and seventy-nine awaiting an answer 
or plea. 

Mr. O’Marr. Those are principally cases filed just before the ex- 
piration date last year. 

Mr. Puiuutrs. I come back to my question. If, as you say, you 
have been very busy in the history of the Commission so far, how 
long do you think it is going to take you to finish up 579 more cases? 

Mr. O’Marr. I have no idea about that. 

Mr. Puiiurrs. Could you tell by the size of the cases or by the 
importance of the cases? 

Mr. O’Marr. No. They vary in many ways. There might be a 
case, for example, that has several hundred documents just on the 
part of the plaintiff and perhaps a lesser number, generally, on the 
part of the Government. 

Mr. Puruuips. I think, to a member of the Committee on Appro- 
priations, the situation is a little disturbing. 

Mr. O’Marr. Well, we have been disturbed somewhat by it our- 
selves, but I think with the new assistance of the Department of 
Justice which they now have and perhaps will increase from time to 
time, these cases can be disposed of much faster; because the way 
it has been—and the plaintiffs have been affected somewhat the same 
way—they have not been able to get their cases in shape. That is 
especially true of the Department of Justice, because after a case is 
filed it takes the Attorney General’s office a long time to investigate 
it. And they have no way of making any preparation for a case until 
after it is filed. 

Mr. Puiturres. The money this committee provides pays only the 
cost of the Commission; it pays no claims? 

Mr. O’Marr. Oh, no. 

Mr. Puiuures. In what bill does the demand for claim money 
appear? 

Mr. O’Marr. Well, that is an appropriation by Congress. 

Mr. Puitures. A separate appropriation? 

Mr. O’Marr. Oh, yes. 

Mr. Putuurps. Have we had any so far? 

Mr. O’Marr. Oh, yes. You have had appropriations totaling 
over $3 million 

Mr. Pururrs. $3,489,843. Maybe the clerk could tell me in what 
bill that money appeared. 

Mr. Laneston. I do not recall the bill. I think that bill is put up 
through the Bureau.of the Budget. 

Mr. Puiuuirs. Yes; but it is translated into one of our bills when it 
gets up here. 

The Cuierk. It is in the deficiency bill. There is a General Account- 
ing Office audit that is sent up, and we appropriate the money in a 
supplemental bill. 
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Mr. Tuomas. I think it is a direct appropriation to the Treasury 
to pay off judgments. 

Mr. Phillips brought out a point there that I am not quite clear on. 
What jurisdiction does the General Accounting Office have in these 
cases? 

Mr. O’Marr. So many of these cases involve an accounting by the 
Government to the Indian tribe involved that it requires a report from 
the General Accounting Office of ail transactions between the United 
States and the Indian claimant. 

Mr. THomas. But they have no jurisdiction other than to furnish 
you information that you ask for? 

Mr. O’Marr. Oh, no. I might add this, that the Government 
enerally has offsets against all the wards for whatever it pays these 
ndians. That requires an accounting report from GAO. 

Mr. Tuomas. In other words, they have no jurisdiction in the mat- 

ter? 

Mr. O’Marr. Oh, no. 

Mr. Tuomas. All they do is to furnish you information when you 
ask for it? 

Mr. O’Marr. Yes. 

Mr. Puixups. I do have one further question which relates to my 
State. How are you coming on this claim of the California Indians? 

Mr. O’Marr. That is pending in the Court of Claims at the present 
time on appeal from our Commission. 

Mr. Puitires. That is, your decision has been appealed? 

Mr. O’Marr. Yes. 

Mr. Laneston. Mr. Chairman, we would like to have filed in the 
record this list of claims by groups. 

Mr. Tomas. Very well. 

If there is nothing further, thank you, gentlemen, very much. 

(The matter referred to is as follows:) 





re 


Fe Ge ee ee 





we 


et Re ee ee 


ae RE 


LOR ODL 


‘ian 















} c 4 
k 
# 
' 
} é 
3 
u 
, 
’ 
BS 
& 
a 
x 
! 4 
¥ 
; 
. 
* 3 
E 





meee aan 


LA ep  Dee 


LK ree ee 


ee 2 


ERODE Son He 





Sk inc REE Boe Getta 


Alaska 

Apache. .- 
Arapaho a 
Assiniboine. .-- - - 
Bannack - - 


Blackfeet and Gros Ventre 


Caddo i ee ae als ais 
California - - . 
Cayuga 

Chehalis 
Chemehuevi 
Cherokee _. 
Cheyenne et al -- 
Chickasaw .- 

Chinook 

Chippewa- 

Choctaw - 3 
Coeur D’ Alene - 
Colorado River Ka 
Colville et al 

Coos Bay-. 
Cowlitz - - 

Cree 

Creek - - . 

Crow....-. ial 
Delaware et al. 


PIII, «dnc dcecenccnne 


Fort Belknap... 


Fort Bertholt_........______- 


Fort Peck.....--.-...- 
Havasupi--.- 


te Se ga gu 


Hualapai------- 


Iowa et al...---- Saree Se 


Seen at = 
Kickapoo —--- a= 
Kikiallus - on 
Kiowa et al.....-...-__-- 
Klamath et al..._____- 
SR gs cdincin meme 
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a snosadsincenne ne. 
See ee 
Menominee - - 
Miami et al ~ 
Mission (Cz ulifornia) .__- 
OS 


Muckleshoot......-.---___- 
Natches......-...--.-.-.- . 


28 1 ere 
Nisgah - -_- 


Nisqually a f 
PI tc dich <eucaant 


Omaha.- 
— Spa 
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| 
Principal 
claimed 
(if stated) 


$56, 250, 000 


126, 240, 000 


45, 658, 000 


1 2, 588, 472 


| 1 535, 000, 335 
1 106, 427, 648 


|--- envee 
| 
| 
| 


60, 000, 000 


| 1 69, 630, 200 | 


29, 530, 764 
1 14, 801, 709 
30, 000, 000 


671, 500 
66, 338, 980 


~~ 30, 000, 000 
10, 000, 000 





“37, 900, 000 


¥ 3, 375, 600 


1 836, 931 





1700, 000 | 
| 133,971,091 | 


30, 000; 000 || 


~ 41, 500, 000 | 
1 14, 268, 664 | 


Indian Claims Commission—Claims ania (852) by groups 


| Otoe and Missouria 
| Ottawa et al__. 
| Patute.__...... 
| 11, 681,355 || 


Papago. _.....-. 


Pascagoula, Biloxi, and Mo- 


bilian 


| Pawnee. .......- 


Pend O’ Reille or K ilispel_ 
Peoria et al_- 


| Pitt River 
| Ponca 


Pottawatomi-_ 
Pueblo... 
Puyallup.- 
Quapaw-..-.---- 
Quechan 


| Quileute 
4, 250, 000 || 


Quin: iielt , 
Sac and Fox et al_- 


| Salish and Kootenai 


Samish a 
San Juan a Sa 
Schagthticoke - .- 
Seminole. ......-.--- 
Seneca et al_- 
Shasta (C alifornia) - 


| Shawnee et al... ---- ei absibaes } 


Shoshone. _-.--- 


|, Sioux_...--. xrtehe SURE 

| Six Nations et al---..___- * 
Pn OS 
| ikialiam:....—.<..-- ry 


Skokomish et al-- 


Snake or Piute....--_.-- oe 
Ts 


Snoqualmie - - - ---- 


Spokane et al_....---.-.--- 


Squaxin- See rin 


Steilacoom - - ...----- = Tae 
|| Stillaquamish -------.----- 
1] Stockbridge—M unsee A= 

Suiattle—Sauk -............-. 

RI tic eaddne oo eh 
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yi EER ens eee 


WIND ecandensesove 
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7s, eae 
Umatilla..........--- 
Near Sac 


Warm Springs (Oregon) - Bie 
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Winnebago et al__._._-.--- 
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Vannes 6 a). ....-......... 
ELS, ok bcekdciawdd~ atte Dkk 
Eee 


Yuchi--_. 
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claimed 
(if stated) 


} 
| Principal 


$9, 726, 920 
1 22, 064, 385 


30, 503, 697 


6 | 18, 120, 208 


2 | | 256, 427, 694 


~"37. 900, 000 
|} 48, 175, 280 


}--- ovdnenn 


1 30, 000, 000 
1 18, 445, 039 
41, 500, 000 
4, 000, 000 


Tess aaa 
| 151,332, 975 
| 


> | 1 383, 913, 664 


1 3, 617, 000 
18) 761,970 
1 37, 291; 817 
~T 41, 500, 000 
60, 000, 000 





hice hon 
37, 900, 000 
| 37, 900, 000 


. is doa ebb 
30, 000; 000 
217, 500, 000 
~~ 58,000, 000 
, 545, 000 


“5 200, 000 


~~” 6, 000, 000 
42, 811, 986 








1 Amounts of some claims in this group are not stated. 
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THURSDAY, JANUARY 10, 1952. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 


WITNESSES 


EDWIN R. COTTON, DIRECTOR, INTERSTATE COMMISSION ON THE 
POTOMAC RIVER BASIN 

HAROLD A. KEMP, DIRECTOR OF SANITARY ENGINEERING, GOV- 
ERNMENT OF THE DISTRICT OF COLUMBIA 


SALARIES AND EXPENSES 




















ME ccdedteGb ccs e gta ecad yb eicelededsibeee ses Ven Cae Ole. oiek \~nabingte vebdcet<< bau, $5, 000 
SN Mink de estes scaseissokecednun an puauearitnad OlRe DUE & <n eutbios ssepusenlccadees 5, 000 
PE canick Spnnandskucdksaveackkbahe gh debe vedesikwes kv cks duds tmaacesteckekesler 5, 000 
Obligations by activities 
Contribution to the Interstate Commission on the Potomac River Basin: 
PECTS RE EAs a pee ee ag Pete: SMP ES Se b cbiko ici ie sti Fakta WebledaduitinvaawWawt $5, 000 
i Sincticnks deve cm n ork olaiw me sied-e 5-aheanisaind 3 aaaeadi ca Lita wadlltadcls & cna dela cnnichacentaris wale <u emulilic dd Sa 
UR acacia ras sic. pops we sce cky bas ccs ban alee ae UE RINER chen Mtl Abed w ib Diigln whos oth wo detail acre tied 5, 000 
Obligations by objects 
11 Grants, subsidies, and contributions: 
Dia oAtI MAE Es a shah hs anlar ctetaaeiaa coedeiade Naini Taleo wa enlicke'm aes en ackow tinh omer eta do thn 0 <omrebs week cee $5, 000 
SEM, cid ills daanekmdk navn wali tanestkiedipplantetiabaneatammuak wounds odie bMieicrn batkiigd tate taco tae 5, 000 
DE i els aeidiccish na dik ites so cinen.os a nigheaminnlhdet REELS ER EI ANE ES CEERI ONE ETT 5, 000 
Analysis of expenditures 
} | i 
| 1951 actual 1952 estimate | 1953 estimate 
rarer) aii i RTE, va 
Obligations incurred during year__..............-..---....---- | $5, 000 | $5, 000 $5, 000 
Expenditures out of current authorizations. __.._- | 5, 000 | 5, 000 | 5, 000 








Mr. Tuomas. We have with us this afternoon Mr. Cotton, Director 
of the Interstate Commission on the Potomac River Basin, and 
Mr. Harold A. Kemp, Director of Sanitary Engineering of the Dis- 
trict of Columbia. 

It is nice to see both of you géntlemen. We wish you and your 
colleagues a happy 1952 and a lot more good years to come. 

If either one or both of you have a statement for the committee, 
we will be delighted to listen to you. 


GENERAL STATEMENT 


Mr. Corron. Thank you. I am going to make it as brief as I can, 
because I know you gentlemen have a lot of work to do and you are 
anxious to get things finished as soon as you can. 

I do not have a prepared statement, and I might apologize to the 
committee in this respect. Our Commission had scheduled a meeting 
for today and tomorrow, and it was a relatively inappropriate time 
for us to appear; but we certainly wanted to keep within your schedule. 
For that reason, we come at this time. 

Essentially what we are after is the amount of money we had last 
year, $5,000. We have asked for increased appropriations from the 
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States, and the State legislatures which are meeting this year have 
such amounts in their budgets. Specifically that is the District of 
Columbia and the State of Maryland. Of course, next year we will 
have the other States with their appropriations. And we have 
asked an increase of about 25 percent in their appropriations, which 
means we would receive at that time about $30,000 from the States 
as a whole. 
SOURCE OF COMMISSION FUNDS 


Mr. Tuomas. Pennsylvania, $3,000; West Virginia, $3,600, the 
same as last year; Virginia, $4,800, the same as last year; Maryland, 
$7,500 this year, a $1,500 increase over last year; District of Columbia, 
$7,200 last year and $9,000 this year; Federal Government, $5,000. 
The good old State of Pennsylvania, $2,400 last year and $3,000 this 

ear. 
. Mr. Corron. You see, that will be boosted up simply because their 
legislature does not meet to appropriate money for the 1953 budget 
until 1953. That is the reason that is shown in that way. But we 
have asked for an increase, and they have indicated they would have 
it in their budget at that time. 

Mr. Tuomas. I recall in 1940—TI think this is approximately cor- 
rect—I served on the District of Columbia Subcommittee on Appro- 
priations, and they wanted about $45 million, which was a decided 
jump over the past year. This year I understand they want around 
$115 million to $120 million. And they have a sales tax and everything 
on earth, but the more money you give them the more they spend. 

Mr. Kemp. We are in a serious condition, too, as far as public 
works in the District of Columbia are concerned. Of course, that 
has nothing to do with this particular estimate here, but it has given 
me an awful lot of worry. 

Mr. Corton. I think the particular thing you are speaking of 
reflects the value of the dollar. Of course, what our Commission runs 
up against and I think what every group runs up against is the fact 
that everything they do costs more because of the value of the dollar 
being less. 

Mr. Tuomas. There is a whole lot in that. We cannot argue with 
you on that. . 

Mr. Putiurps. That is the same argument as in the preceding year. 

Mr. Corton. Yes. 


INSPECTION BY Housr CoMMITTEE 


Mr. Kemp. Except you have had a committee from the House now 
that has gone up and made an inspection of the Potomac River, and 
they found it pretty bad. 

Mr. Putiurrs. Why did not they find a way for the adjoining States 
to do more? 

Mr. Kemp. They are finding ways and means now for the builders 
of the new housing projects to require sewage treatment before they 
get the money for that. I think that is the Banking and Finance 
Committee. I am not sure—Mr. Spence’s committee. 

Mr. Corton. I might say this in that respect. The States are 
actually putting in more money. Just to give you a very brief outline 
of the present procedure, Arlington County is spending about $2 
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million toward enlarging their treatment plant, which will correct one 
of the conditions this committee saw, and Fairfax County is spending 
about $600,000 for a treatment plant. 

Mr. Puinurrs. You insisted on having that piece of Virginia given 
back to you that was originally part of the District of Columbia. 
Don’t you think they ought to pay for it? 

Mr. Corron. I think very definitely they should. There is no 
question about it. And I am a strong believer that the States take 
care of their own, particularly insofar as our Commission is concerned, 
although our Commission is an agency to coordinate tbeir efforts. 
= that respect, I think there is Federal participation which should be 
there. 

Mr. Tuomas. Thank you, gentlemen, very much. It is always 
nice to see you. 


Tuursbay, JANUARY 10, 1952. 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


WITNESSES 


JOHN A. REMON, CHAIRMAN 

JOHN NOLEN, JR., DIRECTOR 

BLAIR LEE III, EXECUTIVE ASSISTANT 

RUSSELL MAC DONALD, LAND PURCHASING OFFICER 
CARL R. NOLTE, ASSISTANT SECRETARY 


MARYLAND-NATIONAL CAPITAL PARK AND PLANNING 
COMMISSION 


WITNESSES 


ROBERT M. WATKINS, CHAIRMAN 

J. BOND SMITH, GENERAL COUNSEL 

JESSE F. NICHOLSON, SECRETARY-TREASURER 

FRED W. TUEMMLER, DIRECTOR, PRINCE GEORGE’S REGIONAL 
OFFICE 


SALARIES AND EXPENSES 


Amounts available for obligations 





| | 
| | 
| 1951 actual | 1952 estimate | 1953 estimate 

















Appropriation or estimate_.........-....----------+----+------ | $509,500 | $155, 000 $600, 000 
NE ee Oe ee ES ee 1, 461, 329 | 402, 014 151, 613 

Total available for obligation --...............-..--.--.. | 2, 060, 829 557, 014 a 75,613 
Balance available in subsequent year----....-...---.-.-------- — 402, 014 PRE UED tecnetsnsekpcae 








NN EL INNO OE POET MOLI Te 1, 658, 815 | 405, 401 | 751, 613 
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Obligations by activities 








| 1952 estimate | 





Description 1951 actual 


1953 estimate 








. George Washington Memorial Parkway, sec. 1 (a), act of 
May 29, 1930 
2. Extension of National C apital Park syste m into nearby 


Maryland, sec. 1 (b), ace of May 29, 1930_- 


$438, 004 | $52, 543 | $75, 000 


1, 054, 660 BSA: 460, 613 


Object classification 








> eM Dianne et ei CAPS aS PSSA RB a Dhan 


Total number of permanent positions. - 
Full-time equivalent of all other positions 
Average number of all employees er 


Average salaries and grades: 
General schedule grades: 
Average salary 
3 Average grade 
; Crafts, protective, and custodial grades: 
Average salary - 3 
Average grade... _- Cs WME e Oe a 


sai eal 


01 Personal services: 
Permanent positions 





2 Part-time and temporary positions 4,015 
E: Regular pay in excess of 52-week base 
x on —_ = 
3 Total personal services 23, 649 
4 02 Travel & : 396 
04 Communication serv ices. 407 
; 06 Printing and deena Blueprinting, photostes iting, 
3 ete os a ae an 593 
: 07 Other contractual services: 
, Services performed by other agencies___.- anes 220 
§ Stenographic reporting services. _ -- 67 
5 Real property title examinations__-_- 3,373 
Real property surveys --~---- 5, 197 
= Real property appraisals ‘ ee &, 659 
A 08 Supplies and materials__--- agi ss 462 | 
3 09 Equipment Yate Dugignwnegs te 54 
& 10 Lands and structures . - shih is 5 2! 1, 615, 724 
= 15 Taxes and assessments Iams im big ibe s 23 | 
3 Obligations incurred : bite edith tiebe eee 1, 658, 815 
: 
a Analysis of expenditures 
¢ 1951 actual 
i uaciies ‘ - J 
5 Untiquidated obligations, start of year $245, 164 
: Obligations incurred during the year 1, 658, 815 


Deduct unliquidated obligations, end of year 


2 Total expenditures can 

. 

E Expenditures are distributed as follows: 

E Out of current authorizations aa 


Out of prior authorizations = 





Obligations by objects 


1951 actual 





$19, 634 


1, 903, 979 
SOS, 734 


1, 005, 245 


\ 
J 


| 


1952 estimate 


$4, 785 
GS-6.8 


$2, 712 | 


CPC 3.0 | 


300 

3, 200 
5, 251 
4,249 
50 

10) 
375, 151 
54 |. 


405, 401 


1942 estimate | 195% 


SS9R, 734 
405, 401 





1, 304, 135 | 
324, 979 | 
979, 156 | 


f 100, 000 | 
\ 879, 156 


195: 


3. Park, parkway, ‘and playground system in the District of | 
Columbia, sec. 4, act of May 29, 1930... _. is : 166, 061 352, 858 216, 000 
Obligations incurred S dies 4 ‘ 1, 658, 815 405, 401 | 751, 613 


3 estimate 





15, 400 
200 
600 


200 


1, 800 
300 

2, 400 
3, 100 
3, 200 
200 

100 
724, 113 


751, 613 


3 estimate 





565, 000 
456, 592 
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Mr. Tuomas. We have with us this afternoon, Mr. Remon, Chair- 
man; Mr. Nolen, Director; Mr. Blair Lee III, executive assistant; 
Mr. Nolte, assistant secretary; and Mr. Russell MacDonald. These 
gentlemen are all appearing on behalf of the National Capital Park 
and Planning Commission. And I have my old friend here, Mr. 
Robert M. Watkins, Chairman of the Maryland-National Capital 
Park and Planning Commission; Mr. Smith, general counsel; Mr. 
Nicholson, secretary-treasurer; and Mr. Tuemmler, director of Prince 
George’s regional office. 

It is nice to see you all, and we want to wish you all a very happy 
and prosperous new year. 

Mr. Warkins. Thank you very much. 

Mr. THomas. We hope everything goes well with you for at least 
110 years. After that, it won’t matter much. 

Do any of you have a statement for us? If so, we will be delighted 
to hear from you. 

GENERAL STATEMENT 


Mr. Remon. My name is John A. Remon, and I am newly appointed 
to the National Park and Planning Commission by the President. 
In addition, I have only attended one meeting and was elected Chair- 
man at that time. 

Mr. Tuomas. You did all right, Mr. Remon. 

Mr. Remon. I thought it was right good going. 

Mr. Tuomas. Yes. There was nothing wrong with that. What is 
your formula? 

Mr. Remon. Naturally, I am not too familiar with the activities of 
the Park and Planning Commission, although I was pretty carefully 
questioned at the White House regarding my views on the compre- 
hensive plan. I said I was in thorough accord with those views. 

But I am not unfamiliar with planning at all. I was with the Bell 
Telephone System for 41 years, and I have had experience in planning. 
For 10 years I was operating vice president of the Chesapeake Tele- 
phone Co., which comprised the areas of Virginia, West Virginia, 
Maryland, and the District of Columbia. I have lived here in 
Washington since December 1925. In addition to my telephone work, 
I have been active in civie undertakings. This is not my first appear- 
ance before a committee of Congress, although it is in connection with 
the National Capital Park and Planning Commission. I was chair- 
man of the rivers and harbors committee of the Washington Board of 
Trade for about 7 years and made appearances in connection with 
appropriations for the improvement of our water front. I have also 
represented the American Power Boat Association, the President’s 
Cup, and various other institutions. 

Now, with all my experience with the Bell System, which, as you all 
know, is a great planning organization—perhaps none greater in the 
country, if you will pardon my pride—we have always considered it 
extremely important. In fact, we had to lay out our plans and go 
forward and stick to our plans for two reasons. One was to do the 
job in the most sanaaibedl way possible, and the second was to meet 
the service requirements. And the planning in connection with the 
National Capital Park and Planning Commission to me is in principle 
similar to the work which I have been doing all my life. 
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Mr. Tuomas. If you will pardon an interruption, you were referring 
to a very great organization, the A. T. 

Mr. Remon. Yes. The Bell System. 

Mr. Tuomas. They do a lot of planning; do they not? 

Mr. Remon. They certainly do. 

7 Mr. Tuomas. Well, they did not lay down any plans in 1930 and 
> have them about half-way finished in 1952; did they? 

Mr. Remon. No, sir; they did not. They lay out plans, the plans 
are timed, the money is appropriated, and the plans go forward. 
And I think it is a perfect ana dey with this, except your remark 
about 1930 to 1952, which indicates perhaps there has been a lack of 
money or a lack of something somewhere. And I think it is downright 
important that our plans do go forward. In this particular case‘ 
while I am not familiar with a lot of the details of this budget, the 
Budget Bureau put the limit at $600,000. And, along with the slowing 
up and particularly the need of going out and getting the land which 
is required for the future, you all know what land values are doing in 
Washington. They are going up every day, and the longer we defer 
acquiring the necessary land to carry out the comprehensive plan, the 
more we are going to have to pay for it. 

As I say, I feel very new on this work, but fundamentally my life 
work has been associated with planning, and I think it woul be pre- 
sumptuous on my part and probably waste a lot of your time if I 
q attempted to got into a lot of detail with which I am not thoroughly 
) 3 familiar. 

j Mr: Tuomas. You are a gentleman and a scholar, and you talk 
language that we understand and appreciate. You are awfully nice 
> just to take your time to come over here and talk tous. You are wel- 
> come, and we are delighted to have you. 

Mr. Remon. Thank you very much. 

Mr. Tuomas. Anything you want to say we want you to feel at 
liberty to do so, and, as to anything else, you have Watkins down here 
and can make him give the details. 

! Mr. Noten. Our plan for presenting our case here today was to 
| give you first the broad aspects of the program. ‘Then Mr. Lee, on 
; our behalf, will present the details for sections which directly con- 
cern the Commission, and then the Maryland commission representa- 
> tives will handle their part of the program. 

As the chairman, Mr. Remon, indicated, we have a total estimate 
: ' of $600,000, of which $75,000 is allocated under section 1-A of the 
. authorizing act, that being for the George Washington Memorial 
: Parkway, $459,000 for section 1-B, which is for the extension of the 
3 District park system into suburban Maryland, and for section 4, the 
; District park system proper, there is an item of $66,000. All of those 
items represent, in our opinion, and in the opinion of the Budget Bu- 
reau, critical items. They are designed to meet critical situations. 
They are all part of the broad, comprehensive plan which was au- 
thorized under the 1930 act and on which we have been working for 
more than 20 years. 

The items shown on this plan in red are for the portion of the 
program in Maryland. As you will see, they are necessary to join 
up or extend existing stream valley links already well started to which 
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we are committed in the amount of $2,500,000 out of a $4,500,000 
authorization. 

In the case of the George Washington Memorial Parkway, we have 
just a small item to begin work in Fairfax County and capitalize on the 
progress made in Arlington County. 

Inside the District there are three small vacant land projects in the 
amount of $66,000. 

Now, each one of these items is either repaid to the Federal Gov- 
ernment or is matched in some way by local funds, so they do not 
represent a whole cost proposition to the Federal Government in any 
sense of the word. 

I wish Mr. Lee would take over from here and explain the details 
of the program. 

Mr. Lee. Thank you, sir. My name is Blair Lee III, the executive 
assistant of the Commission. 

I am going to try to go through these individual projects just as 
fast as 1 can because I know you have a lot of other things besides 
this to take up your time. 

Let me anticipate a question from some member of the committee. 
You usually do ask us to what extent our original budget submissions 
have been cut down by the Bureau of the Budget. We went over 
there somewhat optimistically. 

Mr. Puitires. Why do you look over to this side of the table? 

Mr. Luz. I am looking right at you, Mr. Phillips. 

We went over with a larger request, and the Bureau gave us sort 
of a “fishy look” on that and said: ‘‘You boys go on back home and 
take a top ceiling of $600,000.” 

They said: “‘That is all we can see for parks this year, no matter 
how critical they are. Take your program home and fit something 
into that.” 

That, of course, required cutting down all along the line, and it 
meant we had to try, on our part, to figure out which of these critical 
items were the ones which were really going to give up the ghost in 
the next 12 months, or which ones had some particular value so that 
they should be kept in the program. 


GEORGE WASHINGTON MermMorRIAL PARKWAY 


In the section 1 (a) of the Capper-Cramton Act a provision is made 
for the George Washington Memorial Parkway, which will run some 
day 15 miles up and down the river on both sides of the river. In 
recent years we have been working on the Virginia side, in Arlington 
County, and the Congress has appropriated funds to cover the pur- 
chases of all the remaining land in Arlington County. 

This land from Key Bridge down to here, Spout Run, the present 
end of the parkway on the Virginia side, is shown here all the way up 
to and beyond Chain Bridge. 

Mr. Puiuures. We are going west? 

Mr. Ler. We are going up the river. 

Mr. Puiturrs. Allright. You are developed up to here [indi- 
cating]? 

Mr. Lez. That is right. 

Mr. Puruuips. Then here is where people park their cars while 
they fish? 
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Mr. Lex. Thatis right. There is a little spur that goes up Spout 
Run. We are buying the land from that point up to the Fairfax 
County line, which is just above Chain Bridge. Unfortunately that 
section comes to a somewhat inopportune te minal point, way down 
in the bottom of a valley 

We have cut back our original 1953 request to $75,000, which we 
estimate will be all that will be needed to carry from the county 
line over to the Leesburg Road, which is a good reasonable terminal 
point. After that the Park Service and the Bureau of Public Roads 
can look into the matter of extending the road up there. 

As is pointed out in our justifications, when they do eventually 
get the road built, this limited access road all the way up the edge 
of the river to the Leesburg Road here [indicating] will be one very 
good route for getting in and out of Washington in a hurry. I guess 
I do not need to tell you that the metropolitan area is badly in need 
of such routes. 

Mr. Puiiures. All we are talking about today is money for the 
acquisition of land, or for such incidentals as engineering and things 
like that? 

Mr. Les. That is right. Only the acquisition. 

Mr. Puiuuirs. Where is the place called Point of Rocks? 

Mr. Ler. That is way up. It is way out of this program. I think 
there is some kind of legislation pending dealing with that. 

This operation calls for a matching fund arrangement from Virginia 
and whichever county we are working in over there, 50 percent 
Federal and 50 percent local. I went over yesterday and had a session 
with the Fairfax County Board of Supervisors, who in past years 
have been a little inclined to drag their feet on this operation. This 
year I found them in a state of extreme enthusiasm. I told them we 
were not going to be able to go beyond Leesburg Road at the outside, 
and they were very disappointed. They wanted to go all the way 
to this piece adjacent to the Bureau of Public Roads reservation that 
we already own farther up the river. 

The board of supervisors, while I was sitting there in the room, 
passed a resolution petitioning the Virginia Legislature, which is now 
in session, to appropriate $150,000 for the biennium, and agreed also 
to match whatever the Virginia State government provides. 

Mr. Patuures. Mr. Chairman, may | ask a question? 

Mr. Tuomas. Surely. 

Mr. Puiuuirs. This, so far as I know, will probably be my only 
question, but I think it should be asked while you have your maps 
out here. 

DONATION OF LAND 


Let us get down to practical cases. Here is the bridge [indicating]. 
You come up here [indicating] along the new place, and you meet 
the other road which is already in existence; the one which runs out 
from the Lincoln Memorial. 

Mr. Ler. That is way down at the end of the map. 

Mr. Puiturps. You come up here [indicating] and come over and 
join this other road. All this area is being developed with new 
housing projects, and they are very nice-looking housing projects. 
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Two of our California delegates have moved out there and have 
bought houses. 

My point is this: When we do a thing like this in California, the 

eo he into whose land this is going to go are very glad to give the 
and. We form a road district or an improvement district; the 
district absorbs the cost of the purchase of the land, if necessary, and 
the cost of building the road, and all of that, which would be assessed 
against the adjoining property on a formula which has been worked 
out over the years. We have bond attorneys and engineers who are 
all familiar with it. That is because of the increase in the value of 
the property which is brought about by the park. 

Why do we not do that here? 

Mr. Lee. Our experience is that in areas where you are dealing 
with owners of large pieces of property that idea is practicable. 
They are either willing to dedicate it, or they will accept an assess- 
ment without a fight. We frankly have hopes, when we get up 
farther, of getting either an outright donation, or a sale at a low price. 

Mr. Paruuips. Do Virginia and Maryland not have statutes for im- 
provement districts? 

Mr. Ler. In Maryland they have park districts which are special 
taxing districts. They are less than county size. I do not think they 
do in Virginia at all. We would have tremendous trouble in this 
section from the county line down to here [indicating]. There are a 
lot of small properties, and those people just cannot see it. They 
say, “We would rather not have the road at all,” when you start 
talking about that. Of course, they do not mean a word of it. 

Mr. Puiuuips. It is determined by a majority vote of the people 
in the district, in California cases. 

Mr. Noten. In effect the basis of the Arlington County contribution 
is that they recognize the benefit. It is not their project. It is 
handled by the Park Service. They make that contribution for land 
and spread the cost over the whole county. Actually this project 
benefits the whole northern part. 

Mr. Puiuuips. That is better than nothing. It still is not a benefit 
assessed against the properties which are going to have an increment 
in their value as a result of the improvement. 

I think Texas would have the same idea as California. We also 
have hospital districts, mosquito abatement districts, water districts, 
‘county water districts, and we have road improvement districts. We 
take an entire area, and assess it from the immediately adjoining 
property to areas distant from it. 

Mr. Tomas. Off the record. 

(Discussion off the record.) 

Mr. Ler. When we get out in this area of larger estates we would 
really hope to get some help from the people who would be benefited 
by the development. 

Mr. Nouen. I might say that in the early years, on the Maryland 
side, we received some substantial private contributions. I remember 
one contribution we received, where the Navy testing basin is now. 
The Government later bought the testing basin site. It was an old 
subdivision that had never developed. We sold the owner on a 50-50 
contribution of the value of all the river front. We got about a mile 
of river front there for half its value. He benefited by the creation 
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of that park, and immediately the property became of interest to 
another agency of the Government and they bought it; although I am 
> sure it would have been subdivided if the Government had not stepped 
} = @6in. 
: 4 Mr. Tuomas. Mr. Lee, let me interrupt you a minute and get this 
| 3 record in shape, and then you can continue with your discussion. 

4 Then if anybody else has anything to say we can all get in the record. 


SALARIES AND EXPENSES 


Mr. Tuomas. In the table which is at the very beginning of the 
q hearing, the salaries for 1952 are $16,396, as against $15,400 for 1953. 
q The travel is $200 in 1953 as against $50 for 1952. 
: Communication services is $500 for 1952 as against $600 for 1953. 
In other words, your objects 01 through 08 total $27,400 for 1953 


as against $30,096 for 1952. The big item is for lands and structures, 
4 which was $375,151 in 1952, and has been increased to $724,113 in 
X 1953. 


What part of the administrative costs is borne by this appropriation, 

q and what part of it is borne by the District of Columbia? In other 
2 words, these objects totaling $27,400 for 1953 does not tell the whole 
i story of the cost for the National Capital Park and Planning Commis- 
sion. What part is borne by the District of Columbia? 
§ Mr. Lex. As you know, we have a separate budget in the District 
; of Columbia Appropriation Act. 

Mr. Tuomas. It was $96,000 for last year. 
, 4 Mr. Ler. Yes, sir. It will be a little over $100,000 this year, if it 
holds firm. 

Mr. THomas. How did you divide that cost between the District 
of Columbia and the Federal Government? 

Mr. Lex. That is really for a completely different function. The 
funds that we get through the District Act are for the regular city 
planning activities, as distinguished from these land-acquisition 
activities, which are really the difference between black and white, 
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as functions go. 
Of our total staff of 20 or 21 people in the whole office, 3 are financed 

or paid out of this independent offices appropriation. 
. Mr. Tuomas. How many salaries are paid out of this appropriation 
( } of $15,400? 
Mr. Ler. Three, sir. 

Mr. Tuomas. Only three. The $96,000 of the District of Columbia 

; finances the others? 

Mr. Ler. That is right. 
Mr. THomas. What is the number? 
l j Mr. Ler. There are 16 or 17; 1 am not sure which. 
i SumMArRY OF Estimares FOR LAND ACQUISITION 

4 Mr. THomas. We shall insert at this point in the record page 3 of 


the justifications. _ 
(The document is as follows:) 
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Budget estimates 


1. Land acquisitions under the provisions of the act of May 29, 1930 
(Public Law No. 284), National Capital park, parkway, and play- 
ground system: 

(a) For the George Washington Memorial Parkway in Virginia, 


pect Avot eforonsid @otos a3. ads Cou oka Coe Jak $75, 000 
(b) For extension of the National Capital park system into near- 
by Maryland, sec. 1B of aforesaid act__......-.-.-_------ 459, 000 


(c) For the park, parkway, and playground system in the District 
of Columbia, sec. 4 of ‘aforesaid act - Vette coke cece nas «4G, eee 


5c a es Ce alas sei oe eos ted, oo ae iS 600, 000 

Mr. Tuomas. As I go over page 3, will one of you gentlemen supply 
the information if I do not already have it? 

These are land acquisitions under the provisions of the act of May 
29, 1930, namely, the National Capital park, parkway, and playground 
system. 

GrorGE WASHINGTON MeMorIAL PARKWAY 


For section 1 (a) you want $75,000. That is the George Washington 
Memorial Parkway in Virginia. That is financed 50-50 between the 
Federal Government and the State of Virginia. 

Mr. Ler. That is right. 

Mr. Tuomas. What is the unexpended balance in this appropria- 
tion as of any reasonable period? You have it set up over here in a 
trust fund. For the purpose of saving time, can you put your finger 
on it and let me ask a specific question? 

Mr. Nourse. The unexpended balance under section 1 (a) of the 
Capper-Cramton Act is $550,408.23. Minus the unliquidated obliga- 
tion represented by binding agreements we have with the States of 
Maryland and Virginia there are $547,864.88, leaving an unobligated 
balance of $2,543.35. 

Mr. Tuomas. That is for the George Washington Memorial Park- 
way? 

Mr. Nourse. Yes, sir; on both sides of the river. 

Mr. Tuomas. On both sides? 

Mr. Noure. Yes, sir. 

Mr. THomas. The trust fund today is $581,000. Does that 
represent the total appropriations to date? 

Mr. Noire. What I have just read represents the appropriations. 

Mr. Tuomas. How much of that is in the trust fund? That is 
in the total appropriations. How much of those funds do you now 
have which have not been expended? 

Mr. Ler. You mean from the beginning of the whole program? 

Mr. Tuomas. Yes. 

Mr. Ler. Total appropriations under section 1 (a) have been 
$1,237,700. 

Mr. ‘THomas. $1,237,700. Maybe you gave the right figure 
awhile ago on vour unexpended balance. Will you see if you can 
reconcile that quickly for us? 

Mr. Ler. The figure he gave of $547,000 is an unliquidated balance. 
The obligation is made. We have signed these formal agreements, 
with the signatures of the President and the Governor of Virginia 
and the Governor of Maryland. Under this program the Commission, 
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represented by Mr. MacDonald, goes out and actually buys the land. 
It is a long, drawn-out process. It would take two vears to finish 
buying a major section of this parkway. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


0 

10 4 ExtTENSION OF NATIONAL CapriraL ParK System Inro NEARBY 
MARYLAND 

0 


— 3 Mr. Tuomas. Section (b) is for extension of the National Capital 
90 » park system into nearby Maryland. You want $459,000. 


Vv I might say in passing that you did not have any funds for 1952 
; for the George Washington Memorial Parkway, and you did not have 
Vv any for the carrying out of section 1B, for the National Capital park 
d system in Maryland. You now want $459,000; is that correct? 

Mr. Ler. Yes, sir. 

Mr. THomas. You did not have funds for that purpose last year? 

Mr. Ler. None. 
mn Mr. Tuomas. What is the unexpended balance in this part of the 
ie fund, and how much has been appropriated to date? 

Mr. Lun. The total appropriation to date is $2,358,300. 

Mr. THomas. What is the unexpended balance? 

a- Mr. Nourse. There is no trust fund involved here. This is a direct 
a appropriation. 
er Mr. Tuomas. You are bound to have the funds. 

Mr. Noirs. The unexpended balance is $331,640.86, and repre- 
he sented by the agreements we have with the Maryland Commission is 
a- $330,027.50, leaving an unobligated balance of $1,613.36. 
of Mr. Tuomas. Well, you have about $800,000 lying around on two 
ed items. Are you getting interest out of it in the meantime? 

Mr. Les. As of what date? 

k- Mr. Notre. This is as of June 30. 





f Mr. Les. That is not as of now. We had $800,000 as of last June, 
> but we have a total of only $4,000 of unobligated funds in the two 
accounts right now. 

Mr. Tuomas. Before June 29 were you getting a little interest on 
at that $800,000? 
Mr. Notre. I might say that since June 30 we paid to the Maryland 


ns. > commission $330,027.50, leaving only $1,613.36, as 1 read. The 

is > figures I have read are all as of June 30. 

OW F Mr. Tuomas. We understand. Did you get a little interest before 
' June 30 on this $800,000? 

m? 2 Mr. Len. We did not. I do not know if the Treasury did. They 
> never told us about it. 

en : Mr. Tuomas. Is it appropriated directly to the Treasury, or is it 


appropriated to you and you then leave it in the Treasury if you do 
ire not use it? 

‘an ‘ Mr. Notre. Yes, sir; all these funds are appropriated following the 
usual course of all Federal appropriations. All disbursements are 
ce. > made by the Treasury. 

its, 4 Mr. Tromas. In other words, you leave it in the Treasury? 
nia 4 Mr. Notre. Yes, sir. 
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Park, PARKWAY, AND PLAYGROUND SystTEM IN District or CoLUMBIA 


Mr. THomas. The item that was appropriated for last year is item 
(c) for section 4 for the park, parkway, and playground system in the 
District of Columbia. This year you want $66,000. 

If my memory serves me correctly, you got $155,000 last year, 
minus $17,200 for administrative expenses; is that correct? 

Mr. Ler. That was the total; yes, sir. 

Mr. Tuomas. If you subtract your $17,200 you will have $137,800. 

Mr. Ler. Yes, sir. 

Mr. Tuomas. You are asking about $72,000 less for that purpose 
this year than last year. What is the trouble? 

Mr. Ler. The $600,000 ceiling was put on us. 


IMPORTANCE OF ITEMS 


Mr. Tuomas. Of the three items which is the important one? 

Mr. Lez. The one that is really desperate at this point is the Mary- 
land one. This Virginia proposition and the District playgrounds, of 
course, also are important. 

Mr. Tuomas. What could be more desperate than playgrounds and 
parkways in the District of Columbia? Why go out 10 or 15 miles? 

Mr. Ler. All of these projects are certainly within 5 miles of the 
District line. Most of them are less than that. 

Mr. Tuomas. Why go out that far, when you have 700,000 or 
800,000 people in the District of Columbia using playgrounds and 
parkways, and where you have all these children? 

Mr. Ler. As a matter of practical land buying, Mr. Chairman, it 
is necessary to go out a little. You certainly have a point there about 
the need down here. 

Mr. THomas. What is your judgment? You look to me like you 
know all about it. What is your judgment? 

Mr. Lee. My judgment is that it is smart business to buy unde- 
veloped land. If you know you will need both undeveloped land and 
developed land you should buy the vacant land before somebody puts 
a building on it, and then you should come back next year and buy 
the land with houses. 

Mr. Tuomas. I agree it is more important to take care of that kind 
of property now than the other, but we have people here now and we 
should take care of them, rather than those who will live there 10 or 
15 vears from now. 

What do you other gentlemen think? You are all patriotic men who 
are giving your time to this. Of these three projects which one should 
have top priority? 

Mr. Noten. Well, sir, this represents selected items throughout 
the area which we think are most important. If you asked me, if we 
had only $100,000, I would say maybe one of the projects in Mary- 
land and one in the District at that level would be top priority. 

Mr. Tuomas. When you go back to your offices will you all get ry 
combined judgment among all of you and give us a short memoran- 
dum on it? Give us a little notation on the bill. 

The budget has chopped this all up. 
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LANGUAGE 


Gentlemen of the committee, please turn to page 106. The 
have bracketed out a whole lot, and it comes right down to the bill 
inserting this new language: 

To remain available until expended, $600,000. 


That is $445,000 more than last year. 
Then it allocates these funds into A, B, and C, and says: 


Shall be available for the purpose thereof. 


That is for these three points which we have just read into the record. 
They limit the salary expense to $17,250, for last year, and they have 
increased that to $27,500: 

Funds available under this appropriation for land acquisition and purchase 
shall be used during the current fiscal year. 

Are you satisfied with the language, gentlemen? 

Mr. Ler. Mr. Chairman, would you permit me to read into the 
record one paragraph? 

Mr. Tuomas. We will permit you to do anything you want to. 

Mr. Ler. Thank you, sir. This is a paragraph from page 2 of 
rs: justifications, in explanation of this rather extensive language 
change. 

Mr. Tuomas. We have already read that, but go ahead. 

Mr. Ler. I do not want to go over it, then. Can this gentleman 
just put it in the record? 

Mr. Tuomas. Just say whatever you want in your own words. 


CONTROL OF ADMINISTRATIVE EXPENSES 


Mr. Ler. The theory is this: For once we are in a position to claim 
a little credit, and we had better step up and claim it while we can. 

The tendency down here in recent years, which is obviously sound 
from the taxpayers’ point of view, is to increase the Congress’ control 
over the expenditures of money, particularly on personal services. 

Mr. Tuomas. As a taxpayer you do not object to that a bit in the 
world, do you? 

Mr. Lez. As a taxpayer I do not; no, sir. 

Mr. Tuomas. If you had said you did, I would have been dis- 
appointed. 

Mr. Lex. Two years ago you put in a personal services restriction, 
which covered personal services only, for the five people then in the 
office. Last year that proviso was broadened out to include personal 
services and other expenses except services by contract. That left 
us a little bit up in the air. We had to go to the Comptroller General 
and get a series of rulings on what were “services by contract.” Did 
this proviso apply only to funds from the current year, or did it also 
apply to funds left over from prior years? There were a whole lot of 
things like that. 

We decided that the best thing for all concerned would be to get the 
attorneys over at the Bureau of the Budget to rewrite the whole 
language in a completely clear statement which would express your 
position. 

Mr. Tuomas. Of course, what we were planning is on the basis of 
your own words. In other words, you have appraisers who work on 
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a fee basis, and you have engineers and surveyors. Maybe you have 
an abstract, where you want to run down an heir on a phase of a title. 
They are not regular employees. You pay them on a fee basis for 
services rendered on a particular thing. 

Mr. Ler. That is my interpretation of it, but you would be sur- 
prised what a hard time some of these Government lawyers can give 
you on a term like that, as to interpreting “services by contract.” 
Anyway, we decided, ““Why not put all of these costs other than actual 
payments made to the owner of the land in that restrictive proviso?” 
Then there would be no more argument. 

Mr. Tuomas. We agree; that is the sensible way to do it. 

Mr. Ler. For this year those things have gone into it for the first 
time. There are costs of title examinations, surveys, appraisers’ fees, 
and a few things like stenographic reports. We happen to have a 
contract with the reporting company, so that was ruled to be a service 
by contract, although it seems to me to be one of those things you 
would have intended to include among ‘‘other expenses” last vear. 

At any rate, from here forward they are all in. 

As you pointed out a minute ago, Mr. Chairman, our requests for 
personal services are down about $1,000 for the coming vear, but the 
total amount shown in that proviso at the end of the appropriation 
language is up to $27,500 because it does include for the first time 
these additional services by contract, which were out. 

Mr. Tuomas. Let me interrupt you right there. 

Mr. Leg. Yes, sir. 

Mr. Tuomas. To clear up one point in the record. You are two 
jumps ahead of me here. 


Park, PARKWAY AND PLAYGROUND SysSTeM IN THE DistTRIcT 
oF CoLUMBIA 


On this $66,000 item for parks in the District of Columbia, that is 
wholly a Federal contribution, is it not? 

Mr. Ler. $66,000? 

Mr. Tuomas. Yes. 

Mr. Ler. That is repaid 100 percent by the District government. 

Mr. Tuomas. On what basis? Is it a loan? 

Mr. Ler. It amounts to a loan; yes, sir. It is an advance from 
the Treasury that they will pay back in about 2 years. 

Mr. Tuomas. Excuse me for interrupting. 

Mr. Lee. That is about all there is to this language. All the new 
language does is to establish what we take to be the intent of Congress, 
that the restriction shall apply to all funds available for the Com- 
mission, whether from current or prior appropriations. In other 
words, you say $27,500 for the year, and you mean from this year’s 
money, last year’s, and the year before. 

Mr. Tuomas. I think you did a good job; better than we did last 
year in trying to straighten it out. 


REALINEMENT OF STREETS ON THE MONUMENT GROUNDS 


Mr. Puitires. Do you have anything to do with the Monument 
grounds, and the changes that are being made there now? 

Mr. Ler. The actual changes are made by the Office of the National 
Capital Parks, which is the local regional office of the Park Service. 
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Mr. Puruirrs. Do you have to approve it? 
Mr. Les. I think we review the plans. Mr. Nolen could explain 
that. 
Mr. Noten. What is going on there is a realinement of the street, 
and a channelization of the roadways, to improve the traffic condi- 


. tions on Fourteenth Street and Fifteenth Street. 


Mr. Puiuurrs. Just changing the existing road? 

Mr. Noten. That is right. That is being done by the Highway 
Department in cooperation with the National Capital Parks. 

Mr. Parties. How much money is involved? 

Mr. Nouten. I cannot tell you offhand. It is not very much. It 
is a highway expense. Actually they are putting in temporary pave- 
ment, because this is intermediate to a permanent realinement of 
Fifteenth Street, all the way from Constitution to Independence 
Avenue. 

Mr. Puriuirs. It did impress me, as I went by, that it could have 
been left until after the war, which we are currently engaged in, is paid 
for. 

Mr. Noten. They have a bad traffic jam down there in the rush 
hours, and this is designed to ease that situation. 


PARK FOR CHILDREN IN CLEVELAND PARK AREA 


Mr. Purturps. On page 486 of last year’s hearings, which you may 
remember, I asked about the possibility of putting in a park for the 
children up in the Cleveland Park area. I do not see anything more 
about that this year. 

Mr. Nouen. Well, sir, we submitted it in our estimates to the 
District Commissioners, or rather to the Bureau of the Budget, and 
it was referred hy the Bureau of the Budget to the District Com- 
missioners. ‘Then it fell by the way for two reasons. 

First, it was eliminated as a project which the Commissioners were 
willing to tell the Bureau of the Budget they currently would endorse. 
Then, even if it had not been eliminated at that point, it would have 
been eliminated under this ceiling that the Bureau of the Budget 
established. 

I do not know how current you are with what efforts are being made 
locally. 

Mr. Puttuips. The point in my mind a year ago was that here was 
the Chinese Embassy, whch at one time would have been glad to give 
a piece of its ground, and then by the time we got around to doing 
something about it they could not get it through the foreign office in 
China. Now we are sewed up, and I just felt that the children of an 
area like that are just as much entitled to some place to play as the 
children of a very poor district or the children of a rural district. 

I have no great personal interest in it. I just happen to live around 
there, so the people cry on my shoulder and tell me what the 
situation is. 

Mr. Noten. I would be glad to tell you—I would prefer off the 
record—what I know about the effort being made by the local citizens 
group there to secure this. May I proceed off the record? 

Mr. Puriuirs. Why not call me up sometime, so that we would 
not take up the time of the committee now. The committee is not 
especially interested in that phase of it, except that 1 would like for 
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the record to show that the committee thinks some of these things 
are just as important as some of your other parks in the program. 

Mr. Remon. May I come in on that, Mr. Phillips? I am a property 
owner across the street from the Chinese Embassy, and the people 
are not all for that sort of thing. 

Mr. Puitures. Where would you put the playground for the 
children? 

Mr. Remon. I do not know. 

Mr. Puiuurps. Your attitude on this, as chairman of the Commis- 
sion, depends on whether the matter is in your own neighborhood or 
in somebody else’s? 

Mr. Remon. No, I donot think so. I am acting in a dual capacity; 
one as president of the Cathedral Heights-Cleveland Park Citizens 
Association, and the other as Chairman of the National Capital Park 
and Planning Commission. I would perform my public function 
without regard ‘to my private interest. 

Mr. Purtuurrs. Well, that is not very clear to me. Mr. Nolen, 
please tell me about this sometime. 

Mr. Ler. That item, as Mr. Nolen says, was in our program when 
we took it to the District Commissioners, and we took the liberty of 
quoting you and saying that you had been asking us about it for some 
years, but here we are back giving you the same answer we gave last 
year and the year before. 

Mr. Tuomas. Gentlemen, thank you a million times. Does any- 
body else have anything to say? 

Mr. Ler. Yes, sir; there is a little more. 


EXTENSION OF NATIONAL CapiraL Park System into NEARBY 
MARYLAND 


We have a whole raft of maps here, which I do not think need to be 
spread out to take up your time. 

The three little items in the District section, totaling $66,000, as 
explained in the justification, are on three pieces of vacant land, which 
we will lose if we do not get them this year. 

Mr. Putiuurps. Where are they? 

Mr. Les. One of them is an extension to the Palisades playground 
down by MacArthur Boulevard. It is an addition to the present 
playground, which badly needs it. By virtue of that fact, if you lose 
that one particular piece of ground, you have no remedy, because 
everything else is developed all around it. 

Another item is several strips of land right along the edge of Ne- 
braska Avenue, around Ward Circle. That is used as a part of the 
Fort Drive Parkway, which runs all around the city. We are asking 
for money only for the part of it that is in private ownership that we 
know is about to subdivide, such as the old Glover estate, which had 
to be sold recently to developers. 

Several pieces are owned by institutions, and we feel they can wait 
for several years. 

Mr. Tuomas. Mr. Chairman, do you have any of our other distin- 
uished gentlemen here whom you would like to have say something? 
f you do, you have them here and you can call on them. 

Mr. Noten. Mr. Chairman, Mr. Watkins, the Chairman of the 

Maryland National Capital Park and Planning Commission, would 
like to say a few words. 
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Mr. Watkins. My name is Robert M. Watkins. I would like to 
make just a oe observation about the Maryland part of this pro- 
gram particularly, not in the nature of a defense in any sense, but as 
to how things have been done up to this point and as a statement of 
fact. 

We think that we have operated in the interest of the public, in 
what has proved to be a slow and tedious process of acquisition of 
these lands. You gentlemen know that the land values rose during 
the period of the war. We stuck with it. We did not buy at high 
prices, and we bought within the budget. I think we are probably 
one of the faw agencies which has done that. 

We still have to complete acquisition of Anacostia units 1 and 2 
and Prince Georges. There is probably $75,000 or $80,000 yet to be 
expended, but we have saved the people money by taking the slow 
approach. We have preserved the continuity of these stream valley 
park systems, which were laid out in the initial approach. 

The new moneys which have been made available and which are 
presently available are going in to buy the iands primarily in danger 
of encroachment. It is our feeling that we have come in here with 
an irreducible minimum of moneys required to protect these stream 
valleys. I feel that very deeply. 

I have been on the Commission for 12 years, and I have devoted 
much time to it. I think the thing ought to be racked up as soon 
as ayers. I think our work shoutd be concluded. We are about 
to do it. 

We have three favorable contracts in the interest of the public. 
I think that these hmited park units should be approved, and the 
money should be appropriated and the limited amounts requested to 
construct this program should be allowed, and then we can stop 
worrying you people and make the land available for the people. 
We will do a good and sincere job of working for the people. These 
are fine people to work with. 

We ask your blessing on the program. We will take just as much 
or as little as you wish. 

Mr. Smith is prepared, Mr. Nicholson, our secretary-treasurer, is 
prepared, and Mr. Tuemmler, the director of the Prince Georges 
regional offices, is prepared to speak. 

When these builders come in with a subdivision, by the time these 
fellows get through presenting their case, they give the land up. You 
do not have to worry about that. Really, we feel that we are doing 
agood job. People are using the parks. Weare developing them now. 
I believe it is your program and our program together. 

Mr. Ler. Mr. Chairman, vou asked one question which never had 
a really adequate answer. I wonder if you could give Mr. Smith 
about 3 minutes to give you the answer. 

The question was as to why, in this year’s program, such a large 
amount has been assigned to these Maryland parks, as contrasted to 
the District of Columbia and Virginia. Mr. Smith has been general 
counsel to that Commission since it was founded 25 years ago, and I 
think he can give you the answer. 

Mr. Tuomas. We would be delighted to hear you, Mr. Smith. 

Mr. Smita. My name is J. Bond Smith. I am general counsel for 
the Maryland National Capital Park and Planning Commission. We 
are very glad to be here, and we have been here before. 
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Mr. Tuomas. We are glad to see you. 

Mr. Smrrn. I think the committee’s attention might very properly 
be called to particularly one paragraph in the justifications for the 
appropriation, which is the last paragraph on page 138, and I ask the 
reporter to incorporate that in the record at this point because that 
emphasizes the legal and the moral obligations of the United States. 

Mr. Puiuires. What were you reading from, Mr. Smith? 

Mr. Suir. From the Commission’s justific ation. 

(The matter referred to is as follows:) 

(b) The legal and moral obligations of the United States toward the Maryland- 
National Capital Park and Planning Commission cannot be deferred indefinitely 
with good grace. When the Maryland Commission agreed 20 years ago to par- 
ticipate in the development of a regional stream valley park system as an extension 
of that system in the District of Columbia, it necessarily had to adapt its plans for 
local parks and recreation areas in suburban Montgomery and Prince Georges 
Counties to this fact. While the advantages are mutual, the very nature of the 
system requires its completion to realize its value and capitalize on the funds al- 
ready invested. This commitment to a joint enterprise between the State of 
Maryland and the United States was taken in good faith and it seems incumbent 
upon the United States to make advances and contributions at this time for those 
portions of the system which are in critical danger. 

Mr. Smirx. That paragraph emphasizes the legal and moral obliga- 
tions on the Federal Government toward the portion of the Federal 
park system for the Nation’s Capital which happens to be located out- 
side the District of Columbia, but which is obviously a part of it. 

Mr. Tuomas. We get that argument in here every day. 

Mr. Smiru. Well, we have a peculiar situation here, Mr. Chairman, 
because back in 1931 the F ederal Government, through the National 
Commission and the sovereign State of Mary land, through their 
commission, which is a State agency, entered into the basic agreement 
which was approved by the President of the United States, at that 
time Herbert Hoover, and by the Governor of Maryland, then Albert 
C. Ritchie, and under that basic agreement the whole pattern of the 
park system of the Nation’s Capital in the environs of if yon tg 
and extending out through these stream valleys was fixed and set 

Now, Maryland, acting thr ough our Commission as a State agenc y, 
agreed to that pattern of these parks in Maryland. Although they 
are not in any sense neighborhood parks, they are part of the park 
system of the Nation’s Capital, and in that they are unique because 

.they are a national institution, and had it not been for the Capper- 

Crampton Act which authorized this particular method of advance 
and contributions and involved repayment by Maryland of two-thirds 
of the cost of these parks which the Federal Government gets back, 
and which it has gotten back, recovered over the period of years 
involved, had it not been for that act, this solemn contractual obliga- 
tion between the Federal Government and the State of Maryland, 
the parks in Maryland in ali probability would not have followed 
this pattern at all. 

There would have been more neighborhood parks, more designed to 
serve only the several communities in Maryland, so that we have made 
concessions to the Federal Government in exchange for this method of 
extending the Federal park system into Maryland, and it is part of 
the same system. 
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OBLIGATION OF THE FEDERAL GOVERNMENT TO CONTINUE PROJECT 


Now, I have always felt that the Federal Government, and I think 
I am supported as a matter of law, that the Federal Government, just 
as the State of Maryland is committed through reciprocal legislation 
and this Congress and in our general assembly and their entering into 
this basic agreement under which these park acquisitions are ready to 
be made, that the Federal Government through the National Com- 
mission, as authorized by you gentlemen in Congress, is obligated to 
turn over this money so that the project can continue. 

Now, it has been handicapped by wars. It has been handicapped 
by depression, but there is that legal and moral obligation, it seems to 
us in Maryland, and we have no idea that the Federal Government, 
through the same Congress which enacted the Capper-Crampton Act 
and set up the pattern and fixed the obligations, is going to do any- 
thing which will repudiate the portion of those obligations which 
must be served at the present moment or these parks irrevocably lost. 
Your whole svstem will have to be abandoned if these parks go into 
the kind of subdivisional development which has been suggested, and 
with which they are threatened. 

So, we feel that we are in a peculiar situation. We are in contractual 
relationship with the Federal Government, and we certainly hope 
that you gentlemen are not going to repudiate an obligation so 
solemnly entered into between the Government of the United States 
and the State of Maryland. 

Now, that is all we are asking, this four-hundred-thousand-and- 
some-odd dollars for this area which is a critical area, and it is only a 
small portion of the remaming park system in Maryland which will 
ultimately have to be acquired in order to complete the park system 
of the Nation’s Capital. 

I did want to call your particular attention to that paragraph of 
the justification and to amplify on it just a little in the way that I 
have because Maryland’s neighborhood situation and local situation 
has been sacrificed to a very considerable extent in a desire to go 
ahead with the Federal Government, mindful of the fact that the 
whole park system of the Nation’s Capital is one unit, just as the 
Nation’s Capital is a unit, and extends into Maryland and extends 
into Virginia, and it was that feature which I would like to emphasize, 
and say for the State of Marvland, acting through its accredited 
State agency, that we are confident that you gentlemen are going 
to give us at least this four-hundred-some-thousand dollars. 

Mr. Tuomas. Judge, you have made a fine statement. Lord bless 
you; vou are an able and patriotic citizen and lawyer. 

Mr. Surra. Thank you very much, Mr. Chairman. 

Mr. Tuomas. Gentlemen, is there any other statement you have to 
make? Thank you very much, and it is alwavs nice to see you. 
Happy New Year to all of you. 
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Fripay, JANUARY 11, 1952. 
SMITHSONIAN INSTITUTION 


WITNESSES 


DR. A. WETMORE, SECRETARY 

J. E. GRAF, ASSISTANT SECRETARY 

DR. J. L. KEDDY, ASSISTANT SECRETARY 

C. W. MITMAN, ASSISTANT TO THE SECRETARY FOR THE NATIONAL 
AIR MUSEUM 

DR. R. KELLOGG, DIRECTOR, UNITED STATES NATIONAL MUSEUM 

DR. F. H. H. ROBERTS, JR., DIRECTOR, RIVER BASIN SURVEYS 

P. E. GARBER, CURATOR, NATIONAL AIR MUSEUM 

P. H. OEHSER, CHIEF, EDITORIAL DIVISION 

L. L. OLIVER, SUPERINTENDENT OF BUILDINGS AND LABOR 


SALARIES AND EXPENSES 


Amounts available for obligations 


1951 actual | 1952estimate | 1953 estimate 


Appropriation or estimate we ae $2, 600,000 | $2,391, 200 $2, 565, 000 


Proposed supplemental due to pay increases . é | 162, 000 
Tota! available for obligation 4 2, 600, 000 2, 553, 200 | 2, 560, 000 
Unobligated balance, estimated savings ; —12, 338 ree 
Obligations incurred ‘ POLES S * 2, 087, 662 | 2, 553, 200 | 2, 265, 000 


Obligations by activities 








Description 1951 actual | 1952 estimate | 1953 estimate 
. Management — Pir solegonks $57, 324 | $64, 299 $61, 925 
. Operation of 

ae eae I en OT a hs ecaeae te 782, 244 | 763, 105 775, O82 
Bureau of American Ethnology . 57, 297 62, 681 60, 399 
Astrophysical Observatory he ; 127, 338 | 73 | 121, 347 
National Collection of Fine Arts ; 48, 817 ‘ 45, 220 
National Air Museum : 4 181, 770 169, 377 | 169, 016 
Canal Zone Biological Area é 18, 000 15, 000 15, 000 
Internation: al Exchange Service é : 70, 388 75, 532 74, 618 

3. General service } | 
Meintenance and oper ition of building ‘ 928, 004 | 908, 382 | 919, 732 
Other general services J ie 316, 150 | 324, 370 | 322, 663 
Obligations incurred Suen : si 2, 587, 662 | 2, 553, 200 | 2, 565, 000 


| | 
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Obligations by objects 
Ss Object classification 1951 actual | 1952 estimate 1953 estimate 
q Total number of permanent positions._.._..._....__________- 531 520 520 
: Full-time equivalent of all other positions..__..._.__- 4 3 3 
s Average number of all employees. - __ LR AEE : 524 509 502 
Average salaries and grades: edie ll J 74 
General schedule grades: } 
I i $4, 599 $5, OS7 $5, 177 
Average grade 3 . 3 _ 3 GS-7.2 GS-7.2 GS-7.2 
Crafts, protective, and custodial grades: 
Average salary ae $2, 7 $3, 103 $3, 161 
* Average grade_._. + 7 CPC CPC-4.0 CPC-4.0 
4 01 Personal services: 
G Permanent positions | $1, 874, 370 $2, 043, 027 $2, 054, 827 
4 Part-time and temporary positions q 13,777 | 11, 000 11, 000 
z Regular pay in excess of 52-week base. ; Pare 8, 030 &, 030 
a Payments above basic rates_._- : ° 33, 046 33, 720 33, 720 
a Total personal services 1, 921, 193 : 2, 095, 777 j 2, 107, 577 
i 02 Travel 13, 074 13, 590 13, 590 
= 03 Transportation of things | 44, 413 51, 600 46, 300 
3 04 Communication services 4 F 10, 590 10, 300 10, 300 
= 05 Rents and vtility services 85, 458 70, 100 70, 100 
iB 06 Printing and re>roduction : 107, 000 103, 000 103, 000 
e: 07 Other contractual services 35, 857 79, 630 69, 830 
7 Services performed by other agencies__- j RO, 295 = 
9 08 Supplies and materials Sie, ‘ 103, 611 52, 775 59, 975 
‘ 09 Equipment 185, 871 76, 428 84, 328 
ft 13 Refunds, awards, and indemnities_ - XS 300 
| Obligations incurred --__. sSicacsseusd “ . 2, 587, 662 2, 553, 200 : 2, 565, 000 
ren nd vias vdsabres 
7 1951 actual | 1952 estimate | 1953 estimate 
a U nliqe idated obligations, start of year__- nt $317, 407 $450, 939 $377, 709 
Obligations incurred during the year_.. ; ‘ 2, 587, ti62 2, 553, 200 2. 565, 000 
; 2, 905, 069 3, 013, 189 2, 942, 709 
Deduet: 
4 Unliquidated obligations, end of year | 459, 939 377, 709 380, O84 
F Adjustment in obligations of prior years 2, 566 
i Obligated balance carried to certified claims account 26 
} 3 _ < r 2 
rotal expenditures . 2, 442, 298 2 430 2, 562, 62 
| z Expenditures are distributed as follows 
) 4 Out of current anthorizations 2, 154, 338 2, 070, 385 2, 211, 687 
, Ep Out of prior authorizations 287, O60 414.045 339, 938 
a Out of anticipated 1952 supplemental for pay increases Fas 151, 000 | 11, 000 
! rd 
, 3 
Mr. Tuomas. Gentlemen, will the committee please come to order. 
; It is nice to see Dr. Wetmore and his very capable staff here with 
; > us this morning re presenting the Smithsonian Institution. We are 
» glad to see Mr. Graf, the assistant secretary; Dr. Keddy, the assistant 
) secretary; Mr. Mitman, the assistant to the secretary for the National 
= Air Museum: Dr. Ke llogg, the Director of the United States National 
Museum; Dr. Roberts, the Director of River Basin Surveys; Mr. 
> Garber, the curator of the National Air Museum; Mr. Oehser, the 
a 
> Chief of the Editorial Division; and Mr. Oliver, the ‘superintende nt of 





> buildings and labor. 
Doctor, we want to wish all of you a very happy New Year. 

Dr. Wetmore. Thank you, sir. 

Mr. Tromas. The way the weather started out, it looks like we 
may have a nice year after all. 
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If you have a statement, or if any of your staff has a statement for 
us, we would be delighted to hear you. 


GENERAL STATEMENT 


Dr. Wermore. Mr. Chairman and members of the committee, 
I would like to make a brief introductory statement. Most of you are 
familiar with the Smithsonian Institution through our appearances 
here before you at previous hearings so that I will endeavor to be 
brief in order to conserve your time. 


BACKGROUND 


I would like to remind you that the Institution was founded by act 
of Congress on August 10, 1846, and that we are now in our one- 
hundred and sixth year of operation. 

The Institution is governed by a Board of Regents that includes the 
Chief Justice as Chancelor, the Vice President exofficio, and six Mem- 
bers from the Congress, they being three Senators and three Repre- 
sentatives. There is also a group of distinguished citizen regents. 
This Board selects a secretary, the position that I have the honor to 
fill at the present time. 

By direction of Congress, our operations now include 10 Federal 
bureaus, 9 of which we operate directly, and the tenth, the National 
Gallery of Art, will appear separately before you this morning. 

The Smithsonian is one of the oldest scientific institutions in our 
country, and is among the older ones now in existence which are 
found in the world. 


On the whole, our operation is stable. There is a small but steady 
growth in all of our established lines of operation, but we have never 


been “empire builders.”” We have never had any great expansion in 


our service or in our appropriations at any one time. 

Our main projects are concerned with the care of our collections 
and with scientific studies based upon them. Vast holdings have 
come to the Institution during its long history, and there have been 
many researches and investigations on them. These are all continu- 
ing operations. There are minor problems concerned with them 
which are terminated regularly, but the whole goes on without par- 
ticular change, except a steady growth in volume and in value. 

The holdings in the Smithsonian Institution, under its charge and 
in its various bureaus at the present time, are among the greatest of 
such materials to be found anywhere in the world. We are sometimes 
asked to put money values on these collections, on the art and on the 
scientific specimens that we have. It is very difficult to do that, 
because actually there is no set market, in terms of sale, in many cases. 
I can only say that we appraise them now at approximately a billion 
dollars, with the statement that it would be utterly impossible to re- 
place them should anything happen to bring damage or destruction 
to them. They contain so many unique things, so many valuable 
things, for which nowhere else in the world are there duplicates. 

The Smithsonian is a part of the American way of life. We have 
great pride in the position that we hold throughout the country in 
which we are considered a source of reliable information on many 
diverse sorts of scientific matters. Our public contacts are many. 





63 


They include a very large correspondence with people writing in from 
all over the country asking for information and help in various ways. 

Our publications go to ihesirite throughout the United States and 
the world. We have depositories in every State in the Union, both in 
State libraries and in the larger centers of each State. Our publica- 
tions, I may add, are mainly standard reference works. They are an 
important means for the “diffusion of knowledge.’ They are not 
printed in large edition, like some of the farmers’ bulletins and other 
publications of the Government that go out broadcast, but are limited 
in edition. 

The attendance in our museums and art galleries is steadily in- 
creasing. In the fiscal year 1951, which closed June 30 last, the total 
attendance was 2,867,351, which is the largest we have ever had. 
The visitor attendance is growing steadily. Yesterday I obtained the 
figures for the 6-month period July to December, 1951, a total of 
1,635,600, which is an increase of more than 280,000 over the same 
period of the previous year. Our halls are crowded, particularly on 
week ends. Tens of thousands of people come to us weekly. 


FIELD INVESTIGATIONS 


In addition to our work here in Washington, in the care of our 
collections and our researches, we have a regular program of field 
investigations which is carried on by the staff, mainly through funds 
which come from outside sources, moneys which are contributed in 
various Ways. 

To show the scope of this work, we had a man in Borneo this last 
vear in connection with some researches of a Naval Medical unit on 
disease-carrying mammals. His function as a mammalogist was to 
prepare specimens and identify the various types of mammals that 
were studied, so that the medical men could know the kinds of mam- 
mals on which are found the special parasites which might transmit 
disease to men. Such mammals are an important link in the chain 
of disease transmission though they cannot by themselves transmit 
disease. 

We had a botanist on Okinawa. One of our staff was in South 
Africa, another botanist was in Honduras. One of our staff worked 
on the north slope of Alaska. Dr. Stirling was in Panama on some 
archaeological work. I was there myself for nearly 2 months on 
some biological investigations. 

Mr. Corron. May | interrupt and ask a question? 

Dr. Wermore. Yes, sir. 

Mr. Corton. Is that island in the Panama Canal a part of your 
jurisdiction? 

Dr. Wermore. Yes, sir. That is Barro Colorado Island. It is an 
island formed when Gatun Lake was dammed. What is now this 
island originally was a hill in the Chagres River Valley, which through 
the rising waters was turned into a natural reserve of tropical jungle. 
It has been under guardianship since 1923, and was assigned to the 
Smithsonian for operation in 1946. We operate it on a very simple 
basis, as a place where scientists who have interest in tropical work 
may go and live with assurance of health. 

We have a small staff of laborers, a cook and a foreman there, who 
are checked every 2 months for malaria, to make sure we do not have 
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malaria carriers. We have a safe water supply, so there is no dysen- 
tery. In other words, a man who is not experienced in jungle work 
may live there with the same expectation of health that he has at 
home. It is really a wonderful place. I am looking forward, if other 
matters do not prevent, to an inspection trip there this coming month 
of February. 

(Discussion off the record.) 


EXCHANGE SERVICE 


Dr. Wermore. Our exchange service, which we have discussed here 
at various times, has been operating in the usual efficient manner. In 
the fiscal year 1951 we handled 1,011,000 packages of a total weight 
of 788,773 pounds. We make forwardings now to all countries in the 
world except Rumania and the mainland of China. We send to For- 
mosa but not to the mainland of China. 

I may say that we receive a great deal of materials in return. Our 
librarian told me yesterday that publications come to us regularly 
from 91 countries throughout the world, and that includes those 
countries behind the iron curtain. We receive frequent and valuable 
sendings from the various countries on the other side of that shield, 
a shipment just at hand amounting to nearly 400 volumes. 

In the first half of fiscal year 1952, July to December last, the total 
receipts for shipment were 505,618 packages, as compared to 485,921 
packages for the same period last year, so the operation runs along at 
a pretty even level. 

PRESENT AIM3 


Our aims in our present work are not for any extended expansion 


but for a full utilization of our present facilities. These include re- 
duction in the backlogs of caring for our collections, maintenance of 
our research standards at our present level, our service to the public, 
including information and exnibitions, and the proper maintenance 
and operation of our buildings. 

Our estimate before you for 1953, including the pay increase, is 
$2,565,000. I may point out that the appropriation for the fiscal 
year 1951 was $2,600,000; so that in spite of the increases resulting 
from the Pay Act, passed by Congress this year, we show a reduction 
here of $35,000 below the fiscal year 1951. 

There is also a reduction shown in the average number of personnel. 
In 1951 the figure was 524, and in the present vear we are operating 
on a base of 509. The indication is that for 1953 there will be a still 
further reduction to an average number of 502 personnel, because of 
the necessity that we are under to absorb the costs of within-grade 
promotions and similar expenses that we have to pay by law. Actu- 
ally our net permanent personnel under this estimate for 1953 will be 
reduced to 499. 

That completes my general statement, Mr. Chairman. 

Mr. Tuomas. That is a very nice statement, Doctor. It is very 
much to the point. 

The committee is quite familiar with the details of the working of 
your organization, and you have covered it in your statement here 
quite succinctly. 
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Dr. Wermore. -I have tried to be brief, sir, because there is no 
particular change in-what we are submitting. Our problem is to 
cope with a workload that is steadily growing in size as additional 
collections are given to the Nation. I would be happy to give any 
further information. 











ANALYSIS BY ACTIVITIES 


Mr. Tuomas. We shall insert at this point in the record the table 
on page 6 of the justifications. 
(The information is as follows: ) 


Analysis by activities 
















| 
Activity | 1952 | Deductions) Additions | 1953 
PRCT: kor ee Me arr OW OR see TTA TE SAR, GR ae, eto ere tel. Se 
| eel SCT Sage dae Sel Lites papeeee sod $64, 299 8 7 See eee, $61, 923 
2. Operation of: | | 
United States National Museum Sh Se EAR 763, 105 , $P1, 977 | 775, O82 
Bureau of American Ethnology __...._...._..---| 62, 681 oer } 60, 399 
Astrophysical Observatory -_.............-..-- 123, 673 | | Ce Ree 121, 347 
National Collection of Fine Arts.__......-.-.-.-- 46, 781 | 4, 568 f. i. id 45, 220 
National Air Museum.................-- Tate fe 169, 377 | ig PSR Tee | 169, 016 
. Canal Zone Biological Area _.._............_--- 15, 000 | 0 | 0} 15, 000 
a International Exchange Service__-_-.-_.-- + 75, 532 | | an eer 74, 618 
a 3. General services:— 
Maintenance and operation of buildings. ______- 908, 382 | _. aes 11, 350 | 919, 732 
Other general services. ........--._.-_- as 324, 370 | 1, 707 }- SAY Sater 322, 663 
Total___-- Lab ahhh batg on santos b> . 2, 553, 200 11, 527 | 23,327 | 2, 565, 000 









Mr. Tuomas. I believe you have just stated that your personnel 
will drop in 1953 to a figure of 499 to 502, from a figure of 509 in 1952. 

Dollarwise your appropriation for 1952 was $2,553,200. This year 
vou seek $2,565,000, which is an increase of $11,800. There are 
increases of $11,350 in the maintenance and operation of buildings, 
and $11,977 in the operating of the United States National Museum, 
which increases are offset in part by reductions in the Institution’s 
remaining activities amounting to $11,527, leaving a net increase of 
$11,800. 

I note from the table here that the operation of the United States 
National Museum shows a total of $775,082 for 1953. 

The Astrophysical Observatory will show a reduction of $2,326 in 
1953, and for that you request a total of $121,347. 

The National Air Museum shows a slight reduction of $361, and 
for that you request a total of $169,016. 





















NATIONAL AIR 





MUSEUM STORAGE COLLECTIONS 





I notice you have in the language a continuation of that language 
which was carried last year. The new language says: 
Provided, That this appropriation shall be available for the repair, alteration, im- 
provement, preservation, and equipment of leased premises, and the construction 
of auxiliary and appurtenant temporary structures, ramps, roadways, and ap- 
proaches thereto, at the Chicago International Airport, O’ Hare Field, Park Ridge, 
Ill., to house the National Air Museum storage collections. 
What is the status of that project now, Doctor? 

Dr. Wermore. The collections for the National Air Museum which 
were turned over to us by the Air Force were stored in a temporary 
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building known as T-6 at O’Hare International Airport near Chicago. 
We were notified early last July that by January 15, 1952, we would 
have to remove this entire aeronautical collection in order to make way 
for the use of this building for military aircraft manufacture. It was 
an old Douglas bomber plant during the last war, an assembly plant 
for war craft, and the intention is to utilize it for that purpose again. 

Under these circumstances we were forced to shift very quickly. 
We were able to move into an adjacent building, but only on a tem- 
porary basis. We need this authority to utilize existing funds for 
the care of our storage collections that we expect to house in an 
adjacent area on land which is under the control of the city of Chicago. 
There is no increase in funds. Cost of construction will be paid 
from savings in the rent now paid. 

Mr. Puitutps. Will that be permanent? 

Dr. Wermore. Yes, sir; that will be permanent. Once we are 
located there we will be cared for until facilities for the care and 
exhibition of this collection are available in Washington. 

Mr. Tuomas. How much of that $169,377 which is indicated in 
1952 for the National Air Museum do you have uncommitted? 

Dr. Wermore. Dr. Keddy, do you have that figure? 

Dr. Keppy. Most of the other obligation items, roughly about 
$80,000, will be available for that purpose. You will notice on page 7 
in the breakdown of the National Air Museum we have an amount 
under 03, $10,300, to pay the cost of moving. Then we have $20,000 
under 07, for contractual services, and $3,000 under 08 and $3,000 
under 09 for supplies and equipment. 

Mr. Tuomas. You will have $80,000 plus $169,016, then, for that 
purpose? 

Dr. Keppy. No, sir. 

Dr. Wermore. No, sir. 

Dr. Keppy. That is included in the $169,016. 

Mr. THomas. Sir? 

Dr. Keppy. The $80,000 is included in the $169,016, and not addi- 
tional to it. 

Dr. Wermore. That is a part of the regular appropriation. 

Mr. Tuomas. Let me clarify this point. Looking over the justi- 
fication, I find you are seeking fresh money to the tune of $169,016 
for 1953. 

Dr. Wermore. No, sir; that is a continuation of the sum available 
for the present year. There is no increase. Up to the present time 
we have been assessed a monthly rental by the governmental facility 
operating this building. 

Mr. Tuomas. Doctor, let me clear this up in my mind. 

Dr. Wetmore. Yes, sir. 

Mr. Tuomas. I understand there is no increase, but still there is an 
appropriation of $169,016 for 1953, as well as a carry-over of $80,000 
for 1952. Of course, you have a decrease of $361, so for 1953 you will 
have the $169,016 plus the $80,000. 

Dr. Wermore. No, sir. The $80,000 is obligated for and will be 
spent in the present fiscal year. It will be utilized, and $169,016 will 
be required for continuation in 1953. This is the, base on which we 
have been running for a number of years since the National Air 
Museum was established. 
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Mr. Tuomas. How much of the $169,377 for 1952 have you obli- 
ated as of today, or some recent period? I thought I understood 
im to say that he had $80,000 unobligated of the $169,000. 

Dr. Wermore. We are now at the midpoint of the fiscal vear. 

In other words, we have used approximately one-half the appropria- 
‘tion, and the rest will be required for the continuing operation during 
the remainder of the fiscal vear. 

Mr. THomas. What has been the object of the expenditures? Is 
it purely rent? 

Dr. Keppy. Well, you see, we are in a transitional stage. The 
first quarter of this year, or the first 4 months of this fiscal year, we 
were still in the old quarters in building T-6, and we had to pay 
full rent. 

Mr. THomas. How much was the rent? 

Dr. Kreppy. The rent ran at $46,000 a year. 

Mr. Tuomas. $46,000? 

Dr. Keppy. Yes, sir. Under 05 you will notice we have $46,600 
for rent. 

Mr. Tuomas. How do you spend the remaining part. of that money? 

Dr. Keppy. Of that sum we spent almost half in that first quarter, 
because this figure had been cut back by the Bureau of the Budget. 
We spent over $20,000 of the $46,000 of rent in the first 4 months. 
At the same time we were in the process of getting our material and 
our collections boxéd, so that a great proportion of them would be 
housed outside the building. 

Mr. Tuomas. You spent $46,000 plus for rent? 

Dr. Keppy. Yes. 

Mr. Tuomas. What I want to know is: What are you doing with 
the other $122,777 allocated to that item? 

Dr. Keppy. Well, $84,000 js for salaries and $85,000 is for other 
obligations. ‘That is travel and all the way through to equipment 
and includes the item for rent. 

Mr. Tuomas. How many visitors to the museum did you have out 
in Lhnois last year? 

Dr. Wermore. This operation at Park Ridge is a storage facility. 
It is not’an operation which is open to the public. It is one which 
was turned over to us when the National Air Museum was organized 
by direction of Congress. These were the materials that General 
Arnold, General of the Air Force, had assembled for this National 
Air Museum. We have been occupied there in screening the collec- 
tion, the storage collection, so as to eliminate items that were not 
considered desirable for permanent preservation. In fact, we have 
cut down the bulk of the material by more than one-third. 

Mr. Putvurps. What is the nature of this material? 

Dr. Wermore. It consists of full-sized aircraft that have historical 
and engineering value for preservation, and various engines and other 
materials relating to aviation, which form a part of the main collection 
of the National Air Museum. 

We maintain a public exhibition here in Washington as our National 
Air Museum public display. We have on show here 38 full-sized 
aircraft, a very considerable collection of engines and propellers, and 
other historical materials. 

Mr. Toomas. What this adds up to is that you are paying about 
$169,000 a year for storage out there? 
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Dr. Wermore. No, sir; the appropriation covers the operations 
here as well as at Park Ridge. 

Mr. AnpREws. You eventually plan to move all of this material to 
Washington; do you not? 

Dr. Wermore. We do. 

Dr. Keppy. When we get a building. 

Dr. Wermore. It will have to wait until such time as we have a 
suitable building for it here. 

Mr. Tuomas. What are 19 employees doing out there, when you 
have purely a warehousing proposition? 

Dr. Wetmore. The entire 19 are not there in Park Ridge at the 
storage facility. We maintain a force of guards there, as we have to 
keep the place under guard. There are 11 employees at Park Ridge 
in the storage facility, who include the guards and the mechancis 
who are boxing this material and getting it in a safe and proper con- 
dition for condensed storage. The other eight employees are the staff 
here in Washington to maintain the exhibition here, and to care for 
the collections and other materials, provide information to the public 
and conduct the varied operation concerned with the administration 
of the National Air Museum. 

I may point out, sir, that this collection in Washington is the one 
that contains the original Wright plane that made the first flight. 
It also contains the first Wright plane that was built for the Army, 
and the planes of Lindbergh and Wiley Post. We have many historic 
planes, and others that illustrate the types that had a bearing on the 
growth of the science of aviation. 

Mr. Anprews. They are here in Washington? 

Dr. Wetmore. Yes, sir; those things are here. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


DETAILED ANALYSIS BY ACTIVITIES AND OBJECTS OF EXPENDITURE 


Mr. Tuomas. We shall insert in the record at this point the table 
on page 7, which is very excellent. It gives the entire picture. All the 
information is there. You give the personnel, the totalcosts, and 
other objects all the way through. It is a fine table. 

(The information is as follows:) 
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Mr. Puituirs. How much did you ask of the Bureau of the Budget? 

Dr. Keppy. $2,615,600. 

Mr. THomas. W ell, gentlemen, this has certainly been short and 
sweet. Thank you a million times for coming up. 

Dr. Wetmore. Thank you very much, sir. If we can give any 
further information we would be glad to. 


Fripay, JANUARY 11, 1952. 
NATIONAL GALLERY OF ART 


WITNESSES 


DAVID E. FINLEY, DIRECTOR 

HARRY A. McBRIDE, ADMINISTRATOR AND BUDGET OFFICER 
GEORGE T. HECKERT, ASSISTANT ADMINISTRATOR 

LLOYD D. HAYES, BUDGET ANALYST 


SALARIES AND EXPENSES 


Amounts available for obligations 





1951 actual | 1952estimate | 1953 estimate 














| 
Appropriation or estimate __-- spewiceauccscccep OR 60 00 ae | $1, 300, 000 
Proposed supplemental due to pay ‘increases - ceardee 1, 000 | } 


Total available for obligation._..................-....-.] 1, 154, 000 1, 245, 00 000 | 
Unobligated balance, estimated savings. _..._.....__-- —60 ‘ 


Obligations incurred _- Sees shes Jaa uadia Gadwatea’ 1, 153, 940 


Obligations by activities 


Description : | 1951 actual | 1952estimate | 1953 estimate 





2 Acquisition, eare, and exhibition of art objects_- sain $173, 429 $192, 290 | $195, 7 
2. Staff services for the board of trustees and its committees __ 49,114 58, 520 59, 100 
3. Maintenance and operation: 
(a) Maintenance and operation of building and grounds 421, 754 452, 280 473, 550 
(6) Protection of Gallery and art objects 3 el 343, 532 369, 530 7 970 
4. Administrative services - - iste 166, 111 172, 380 176, », 590 


Obligations incurred Sc im eM Ne Up i 1, 153, 940 4, 245, 000 | 1, 300, 000 000 
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Obligations by objects 





Object classification 1951 actua] | 1952estimate | 1953 estimate 





Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 





Average salaries and grades: 
General! schedule grades: 
Average salary 
Average grade _. 
Crafts, protective, and custodial | grades: 
Average salary 
Average grade 





Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base.._...._.__-__.__- 
Payment above basic rates..............-..-.---.-. 





Total personal services 
02 Travel 

Transportation of things 
Communication services 
Rents and utility services vient’ ones a Bea. So ae ye 
Printing and reproducti aie 
Other contractual services 

Services performed by other agencies_- 
Supplies and materials 
Equipment 
Lands and structures--.- a | 
Refunds, awards, and OE EES EAST R 
Taxes and assessments 





























1951 actual | 1952 estimate | 1953 estimate 





Unliquidated obligations, start of year__...............-.--...} $86, 700 | $101, 927 $106, 100 
Obligations incurred during the year._........-...-..-.-.-._-- 1, 153, 940 | 1, 245, 000 1, 300, 000 





1, 240,640 | 1,346, 927 1, 406, 100 
Deduct: | 


Unliquidated obligations, end of year__.__._.._______ 101, 927 | 106, 100 107, 500 
Adjustment in oblig: ations of prior years __- mes 507 508 500 
Obligated balance carried to certified claims account._____| 79 100 | 100 








Total expenditures.................-- ck Slkel Ghanetebaceetel 1, 138, 127 1, 240, 219 1, 298, 000 
Expenditures are distributed as follows: 
Out of current authorizations piesa aakee , 052, 7 1, 065, 710 | 1, 208, 500 
Out of prior authorizations inued , 400 | 85, 909 | 87, 100 
Out of anticipated 1952 supplemental for pay increases B00 | 














Mr. Tuomas. The committee will please come to order. We have 
with us this morning our friends from the Smithsonian Institution 
and the National Gallery of Art. We have our distinguished friend 
here, Mr. David E. Pinley, the Director; Mr. Harry McBride, Ad- 
ministrator and budget officer; Mr. George T. Heckert, Assistant 
Administrator, and Mr. Lloyd D. Hayes, budget analyst. Mr. 
Finley, do you have a statement for us? If you have we will be 
delighted to hear from you. 


GENERAL STATEMENT 


Mr. Frnutey. Yes, Mr. Chairman, I have a short one, and will try 
to cover the few points we want to make. 
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TOTAL REQUEST FOR 1953 


The National Gallery of Art is asking for an appropriation of 
$1,300,000 for the fiscal year 1953. This is an increase of $55,000 
over the amount for the current year. Of this increase, the principal 
item, $34,000, is for personal services, largely to provide guards for 
operating our new exhibition rooms. 


NEW EXHIBITION ROOMS 


As you may recall, last year at this time I mentioned the fact that 
we were completing a number of new exhibition rooms which were 
needed for works of art that had come to the Gallery in recent years as 
gifts or loans. Five exhibition rooms have been completed during 
the current year at a cost of $173,000 and during last year 12 rooms 
were completed at a cost of $595,000. They are handsomely finished 
and are all equipped with air conditioning. The cost of completing 
these rooms was met entirely from privately donated funds. With 
the addition of these new rooms the Gallery now has 110 exhibition 
areas in which works of art can be shown. 


GIFTS AND LOANS 


We have received during the last year, and are constantly receiving, 
new gifts and loans which come to the National Gallery, in part, be- 
cause we are able to show them to advantage and to give them ade- 
quate protection. 


PERMANENT POSITIONS 


To show these works of art and to operate the National Gallery, 322 
permanent positions have been authorized in 1951 and 1952, and the 
budget for 1953 is based upon the same number of positions. The 
funds requested will maintain an average employment of 311 persons. 
This would enable us to operate an average of 106 exhibition rooms of 
the 110 available. 

Last year at this time I mentioned that we hoped, during our tenth 
anniversary year, to receive some very important gifts and loans. 
Our expectations were more than realized, as you will see by the ac- 
companying photographs and magazine illustrations of works of art 
that came to the Gallery during the last year. 


SOURCES OF WORKS OF ART 


All of the works of art in the National Gallery have been given 
or loaned by private individuals or bought with funds donated for 
the purpose. The building itself, as you know, was the gift of Mr. 
Mellon. The Gallery’s phenomenal growth, with the resulting pres- 
tige which it has acquired in less than 11 years, has been a matter 
for favorable comment throughout the world. For these and other 
reasons the Gallery has been visited by more than a million and a 
half persons during the last year and over 18 million since it was 
first opened 11 years ago. 


74 


ONE OF THE GREAT ART GALLERIES OF THE WORLD 


The National Gallery now ranks with the great art galleries of the 
world, and has unlimited possibilities for the education and enjoy- 
ment of the American people now and in the future. 


GALLERY OPERATED WITH ECONOMY AND EFFICIENCY 


We operate the Gallery efficiently but with economy and with due 
regard for the emergency conditions which today confront the Govern- 
ment and the country. We recognize, as I know you do, that the 
works of art now housed in the National Gallery are among the greatest 
and most irreplaceable treasures of the American people. We know 
also that we will be held responsible for the care and safety of these 
treasures, not only by this but by future generations, and that in this 
matter the prestige of our country is involved. 

Mr. Chairman, I would like to show you photographs of some of the 
paintings that have come to the Gallery in the last 12 months. I 
think it might interest the committee to see what has happened in 
this time. This one shows the Gallery on the night of Mareh 17th 
when paintings sent to the gallery by the Kress Foundation were put 
on view [indicating]. Our friend, Chief Justice Vinson, the Chairman 
of the Board, is shown here with Mr. Kress and others who were at 
the Gallery that evening. 

Here [indicating] is a painting I think you will like of two ducks both 
shot with one gun. It is called, ‘‘Left and Right”, and it is the next 
to the last painting by Winslow Homer, one of our best American 
painters. 

This [indicating] is by another American, George Bellows, and this 


[indicating] is a very fine Renoir which came as a bequest from Mr. 
Sam Lewisohn, who died recently in New York; and this [indicating] 
is another very fine Renoir, also from Mr. Lewisohn. 


DONATED FUNDS 


Mr. Tuomas. Mr. Finley, you and your staff have done some ex- 
cellent work, and we are all very proud of you. Your work has been 
outstanding in more directions and fields than one. In addition to 
this Federal appropriation, ranging from $1,245,000 to $1,300,000 a 
vear, how much do you collect from private sources annually? You 
have made changes and made some improvements in the Gallery, and 
this is not the total, but about $1,000,000 was paid for with private 
funds, was it not? 

Mr. Finuey. Yes; that was a special donation for this purpose. 

Mr. Tuomas. What are you able to raise annually from private 
sources, Mr. Finley? 

Mr. Fintey. We have been given funds with which to buy possibly 
a half dozen pictures during the 11 years the Gallery has been open. 

Mr. Tuomas. What does that amount average per year? 

Mr. Finitey. We have, of course, the income from certain trust 
funds, some of which is available for buying works of art and for other 
purposes connected with the operation and upkeep of the Gallery. 
This amounts to about $215,000 a year. 

Mr. Tuomas. For this fiscal year? 
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Mr. Finutey. Yes; for this year and also last year and the year 
before. In addition we have received in the last 2 years a oift of 






































‘ almost a million for finishing the exhibition rooms I have just referred 
to. . . . 
Mr. Tuomas. The purpose of that inquiry is to show that you are 
actually spending far in excess of the million and « quarter a vear of 
Federal funds. 
i Py) 
e Mr. Frnuey. Yes. : 
wi Mr. Tuomas. There has been spent practically as much from 
e donated funds as you have had from Federal funds for the continued 
: building up of the gallery and also for its maintenance and operation, 
t g up : o 
y has there not? — 
© Mr. Finutey. No. In the last 2 years we spent the $1,000,000 
3 d given for the finishing of the exhibition rooms, and then we have an 
income, I would say, of about $215,000, perhaps, from trust funds, 
which can be used for buying works of art and other specified purposes 
ie ° : re. 
I but not for operation and up-keep of the gallery, which must be done 
n from Federal funds. 
h TRUST FUND 
ub Mr. THomas. What is the amount of the trust fund? 
: Mr. Fintey. We have the $5,000,000 trust fund which Mr. Mellon 
y 4 provided in the beginning, and later we were left a bequest of about 
h q $400,000 and also have received a gift from another donor of $200,000, 
| j all to be used for specified purposes. 
ct 4 Mr. T ; Wl e the strings our trust fund? Can v 
P Mr. Tuomas. 1at are the strings on your trust fund? Can you 
a use any of it for maintenance and operation? 
Mr. McBrive.“No, sir; it is all to be used for the purposes specified 
ted such as the purchase of pictur es, but not for maintenance and opera- 
ae tion which Congress, under the law establishing the Gallery, is pledged 
g] to provide. 
7 ESTIMATES, 1952, AND APPROPRIATIONS, 1952 
Mr. THomas. Mr. Reporter, if you will, insert the table appearing 
x- on page 3 which shows, among other things, personal services and a 
on 4 breakdown of the request for a $55, 000 increase over 1952, which would 
to 4 give a total of $1,300,000 for 1953. 
a : (The matter referred to is as follows:) 
yu 4 wae oe 
id P Salaries and expenses, National Gallery of Art 
te 2 Be ar i i a l , 
4 | Increase (+) 
a Standard classification at in E otaeate, “OF 
: | decrease (—) 
te 3 ed #4. | : 
3 OP ne tS It eis | $1, 106,425 | $1, 140, 425 i __ +984, 000 
“i ae SESS RR gS UL Geek neath ana cieou | 2, 400 a PES RTS 
ly 4 03 Transportation of things..............-....--------------- "600 | OUR sepa 
a 04 Communication services. ...................-.-----.--..--] 7,040 | ot" Sates £9 
n. Fe 05 Rents and utility services__._--_.___.._. 71, 200 | 72, 700 +1, 500 
‘ 06 Printing and reproduction._............._.-- wears 3, 760 | 5, 960 | +2, 200 
; 07 Other contractual services. .......................-.-...- 24, 700 | 33, 920 +9, 220 
ist GS Suppeies and materials... ........---..-..--------.-- s 25, 375 | 29, 655 | +4, 280 
x 09 Equipment_. AREER ESS Se AW Ee Ss 1, 500 | 2, 200 | +700 
ler ES 13 Refunds, awards and LES ETNIES cg dacnabinieeaisack ood 100 | +100 
ry. 3 15 Taxes and assessments__..__- a ater SER ere year: 2, 000 5, 000 +3, 000 


ESS SERRA Siesee ARNT EOE O TTETEA 1, 245, 000 | ~~ 7, 300, 000 | +55, 000 
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Mr. Tuomas. That increase includes $1,500 in rents and _ utility 
services. I presume that is light, heat and water, which we all know 
are going up, is that right? 

r. McBring. Yes, sir, electricity. 

Mr. Tuomas. And you have an increase of $2,200 here for printing 
and reproduction which will cost you $5,960 in 1953. Your bi 
increase here is $9,220 in other contractual services, making a tota 
of $33,920 for other contractual services for 1953. What is that item? 

Mr. McBripe. Principally it is to keep the skylight, which extends 
over the whole building, in some sort of repair. It is divided into 
about 160 sections and has been in use now for 11 years. The glass 
sections are laid in a mastic composition. The mastic is now drying 
out, and, therefore, leaks are occurring. : 

During unusually heavy rainstorms, it is necessary that we place 
large pans over the Gallery bay lights to catch the water so that it 
will not get into the exhibition rooms. 

Mr. Tuomas. If there is any way to fix that once and for all you 
better fix it. This year the maintenance is a little high on that roof. 

Mr. McBripg. Yes, sir, it is; and we now are of the opinion that 
the o ly way to meet this problem is to take several sections each 
year and repair them, after every 8 or 10 years of service. 


TAXES AND ASSESSMENTS 


Mr. Tuomas. I see your taxes and assessments are jumping from’ 
$2,000 in 1952 to $5,000 for 1953. What is that, the social security 
tax on nonpermanent employees? 

Mr. McBripg. Yes, sir. > 

Mr. Tuomas. How many of them do you have? 

Mr. Hayzs. We have about 60 now, but all new employees are 
indefinite appointments, so they come under social security rather 
than under civil service retirzment. 


TURN-OVER IN EMPLOYMENT 


Mr. Tuomas. What is the turn-over in your employment in the 
lower brackets? In your personnel from grade 9 and above there is 
no such thing as turn-over. 

Mr. Hayes. That is right. It is running on an annual basis about 
30 percent. Last year it ran about 39 percent. 

Mr. Tuomas. It is mostly in your custodial and protective group? 

Mr. Hayes. Yes, sir; that is right. 

Mr. AnprREws. What about the cafeteria down there, Mr. Director? 

Mr. Finuey. That is operated by Government Services. We do 
not have any financial responsibility for it. We furnished the equip- 
ment. 

Mr. Puitutrs. The total appropriation that you are asking for next 
year is $1,300,000? 

Mr. McBripe. Yes, sir. 

Mr. Tuomas. Will you have to come back for a deficiency for your 
pay increase? 

Mr. Hecxerr. Yes. 


ican ach cs aA 
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Mr. Tuomas. How much is the pay increase? 

Mr. Hecxert. $91,000 in the current year. 

Mr. Tuomas. The $55,000 increase as shown in the justifications 
will also include the deficiency in the pay increase, which amounts to 
$91,000, so, therefore, the appropriation increase this year over last 
year instead of being $55,000 is about $138,000. 

Mr. Heckert. $146,000. 

Mr. Putturpes. Those are the only questions I had. I am anxious 
to come down to see your new rooms. 

Mr. Frnuey. Yes, I wish you would. We are mostly a custodial 
institution and it is not possible for us to reduce our cost very much. 

Mr. Tuomas. Gentlemen, thank you all, and a happy new year 
to all of you. It is always nice to see you. 

Mr. Finuey. Thank you. 


Monpay, JANUARY 14, 1952. 
EXECUTIVE MANSION AND GROUNDS 


WITNESSES 


F. T. GARTSIDE, ASSISTANT SUPERINTENDENT, NATIONAL CAPITAL 
PARKS 
H. G. CRIM, CHIEF USHER, WHITE HOUSE 


Amounts available for obligation 


> : 
| 1951 actual | 1952estimate | 1953 estimate 





| 
$315, 600 $367, 200 





Appropriation or estimate... _.____._- wa-neeeneeeceeseesese-| $266, 000 | 

Proposed supplemental due to pay increases---.__- ---|---------t----| tee ee 

__ Total available for obligation____--___.-...- seo io ...| 266,000} 335, 600 | 367, 200 

Unobligated balance, estimated savings. --_-- sfepibnans Séaliadedd 2 Ee eae bosscetctoe 
SPE RIIEN OE. sre nig oieweenebedergcnsescenh= | 265, 963 | 335, 600 367, 200 





Obligations by activities 


Care, maintenance, and operation of the Executive Mansion and the surrounding 
grounds: 
RE ee ihe snus e's Ss 8 = EELS Mold ada Sa be aald ok bw ble <a  He SH $265, 963 
NR et i cr ihaha t eae PERG ka Kae ees wire 335, 600 
Pa NE es ww ae 367, 200 
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Obligations by objects 





| | 
Object classification | 1951 actual 1952 estimate | 1953 estimate 


| 
Total number of permanent positions. _-_____- 71 | 73 
Full-time equivalent of all other positions. _..............-._- 6. 6. 
Average number of all employees. -..............------.------- 





~ ~ 
‘ é 











Average salaries and grades: Ungraded positions: Average | 


$3, 415 $3, 491 








01 Personal services: 
Permanent positions Veal eae het $228, 181 $248, 181 
Part-time anc temporary positions.._..............-- 14, 929 y 
Regular pay in excess of 52-week base._............-.- 910 
Payment above basic rates RANG DRS A Be as PURE 4,945 








Total personal services LAR es RRA EA Agr a et, »o 248, 965 


Transportation of things_- 


Communication services ---- 


Rents and utility services 


Printing and reproduction -_ --- 


Other contractual services 
Supplies and materials 
Equipment. 


Taxes and assessments __.___- 


Obligations ineurred-.-.-- 


0s eee 


27, 290 
125 
- 200 








| 
} 
} 
| 
i 








Unliquidated obligations, start of year 


Analysis 


of expenditures 





Adjustment in obligations of prior years 


Obligations incurred during the year 


Deduct unliquidated obligations, end of year 
Total expenditures. .....-.........-..--.. CF ae eek er 
Expenditures are distributed as follows: 


Out of current authorizations ..__.._-___- 
Out of prior authorizations 


} 


1951 actual 1052 estimate| 1953 estimate 


8, 202 | 
268. 963 


308, 355 
50, 441 


257, 914 





$50, 441 | 


335, 600 


386,041 | 
46, 041 isha 


340, 000 


$46, 041 
~ 367, 200 


413, 241 
63, 241 


350, 000 








230, 004 


Out of anticipated 1952 supplemental for pay increases af: 





279, 485 
41, 000 
19, 515 


320, 000 
29, 515 
485 





Mr. Tuomas. It is nice to have with us Mr. Gartside 


, Assistant 


Superintendent, National Capital Parks, and Mr. Crim, chief usher, 
White House. 

We will go into the matter of the budget estimates for 1953 for the 
Executive Mansion and Grounds. If either one of you gentlemen has 
a statement for us, we will be glad to hear from you. 


GENERAL STATEMENT 


Mr. Garrsipr. I have a general statement that I would like to 
make at this time. 

The estimate for Executive Mansion and Grounds in the amount 
of $367,200 reflects a total increase of $51,600 over the appropriation 
for the current fiscal year. However, we anticipate a proposed 
supplemental appropriation which was authorized by Public Law 207 
in the amount of $20,000, which will result in a net increase of only 
$31,600. 

Public Law 207, Eighty-second Congress, approved October 25, 
1951, authorized the President to grant additional compensation at 
rates not to exceed those prevailing in the District of Columbia for 
similar or comparable employment to each employee in or under 
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the Executive Mansion and Grounds without regard to the provisions 
of section 3679 of the Revised Statutes, as amended (31 U.S. C. 665). 
The estimated cost of this pay adjustment was $21,000. However, 
the amount requested in the 1953 estimate has been reduced to 
$20,000 since certain additional manpower may be made available 
due to the provisions of the recently enacted leave legislation (Public 
Law 233, 72d Cong., approved October 30, 1951). 

The 1952 appropriation for the operation of the Executive Mansion 
and Grounds included $44,670 of increased costs for the renovated 
Executive Mansion, anticipating occupancy on December 1, 1951. 
Due to unavoidable delays, it is now expected that the Mansion will 
be ready for occupancy on April 1, 1952. In the course of hearings 
before this committee last year, it was pointed out that the estimated 
full-year costs due to the expanded facilities would be approximately 
$85,000. The estimate which is now before you contemplates a net 
increase of $31,600 for fiscal year 1953, of which $27,700 represents 
the increased operating costs for 5 months and will provide for full- 
time operation of the Executive Mansion and Grounds. Included in 
this figure is $4,045 for one new position of assistant housekeeper. 
An increase of $3,900 is requested for administrative promotions com- 
parable to within-grade promotions authorized for classified em- 
ployees. 


| & 


“ie to 


jaa? 


PRESIDENTIAL APPROVAL OF ESTIMATES 


At this point in the record, I would like to insert the approved 
estimate for 1953 as signed by President Truman under date of 
November 19, 1951. Below the President’s approval, you will note 
I have typed the explanatory remarks that I have brought out in 


my general statement as to why we reduced the amount that had 
been previously approved by the President. 
(The matter above referred to is as follows:) 


Erecutive Mansion and Grounds 





| j 
| Appropria-| Estimate, | Increase 
} tion, 1952 | 1953 requested 





Personal services: | 
i I, Te a ca temaueen RE eS le eeeee ean ee 
(6) Proposed supplemental due to pay increases ! 21, 000 256, 036 $21, 000 
(c} Pare-time ana temporary............................ ; 14, 929  } ee 
NS RESETS ESTA REELS SIS 145 | 
Rents and utility services._..........._...._.- 27, 290 | 
ELE a ee 
I EN ee nbn ewe penscan 
a a nepkees ° 
MPN Sema on eee ban bc pp ameuimiaa bil cane 


Total appropriation or estimate : 336,600 | 869, 200 | 





! Submitted for fiscal year 1952 with fiscal year 1953 estimates. 





Approved. 


A Harry S. TrRuMAN. 
NoOvEMBER 19, 1951. 


Notre.—Total appropriation or estimate for 1952 reduced from $336,600 to 
$335,600. Total appropriation or estimate for 1953 reduced from $369,200 to 
$367,200. Total increases requested for 1953 reduced from $32,600 to $31,600. 

The above changes were made with the approval of the President due to antici- 
pated savings resulting from the reduction in annual leave as provided in Public 
Law 233, Eighty-second Congress, approved October 30, 1951. 


93850—52—pt. 1 6 
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EXPLANATION OF INCREASES 


Mr. Gartsipg. May I proceed with the explanation of the increase? 
Mr. Tuomas. Surely. 
Mr. Gartsipg. For personal services, a full year’s salary for the 10 

new positions which were authorized in 1952, $12,055. This amount 

will provide for a full year’s salary of four operating engineers, two 

electricians, and four atin for fiscal 1953. Funds covering 7 

months’ services were included in the 1952 appropriation. 

Administrative promotions, $3,900. This amount is requested for 
administrative promotions for the unclassified employees. 

A new position of assistant housekeeper, $4,045. This amount is 
requested to provide for the position of an assistant housekeeper not 
heretofore included in this item. 

Other obligations: electricity, $11,600. $38,890 will be required 
to pay the cost of electric energy to be consumed at the Executive 
Mansion and Grounds during the fiscal year 1953. $27,290 of this 
amount was approved in the fiscal year 1952. An increase of $11,600 
is requested for fiscal year 1953 for the following purposes: (1) $1,200 
to cover the increased cost resulting from the adjustment of rates in- 
cluded in the new contract between the General Services Administra- 
tion and the Potomac Electric Power Co. for electric-energy require- 
ments of the Federal Government in this area; (2) $10,400 for full-year 
operation of the enlarged and renovated Executive Mansion, since 
funds for only 7 months’ operation were included in the appropriation 
available for the fiscal year 1952. 

That concludes my portion of the justification. 

























JUSTIFICATION OF ESTIMATE 


Mr. Tuomas. We will insert in the record pages 1 and 2 of the 
justifications at this point. 
(The matter above referred to is as follows:) 







JUSTIFICATION OF ESTIMATE 


Executive Mansion and Grounds 


Oe ey he are aS eee Oy $315, 600 
Proposed supplemental due to pay increases, Public Law 207____-_-_- 















Base for 1953 

Change for 1953: 
Increases: ‘= 

1. Personal services: ; 

Full year salaries, 10 new positions 

. authorized in 1952____._-..-_-_~- $12, 055 

Administrative promotions___-___-_._. 3, 900 

New position, assistant housekeeper. 4, 045 


ee ee ee ee ee 






2. Other obhgations: Electricity 










Diek CRN ke saa ee ly ce 
Budget estimate, 1953 


GENERAL STATEMENT 






The work accomplished under this appropriation consists of the care, mainte- 
nance, and operation of the Executive Mansion and the surrounding grounds, 
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EXPLANATION OF INCREASES 
1. Personal services: 


Full year salaries, 10 new positions authorized in 1952, $12,055.—This amount 
will provide for the full vear salaries of four operating engineers, two electricians, 
and four housemen for fiscal year 1953. Funds covering 7 months service were 
included in the 1952 appropriation. 

Aminisiraiive promo'ions, $3,900.—This amount is requested for administrative 
promotions for the unclassified employees. 

New position, assisiant housekeeper, $4,045.—This amount is requested to 
provide for the position of assistant housekeeper not heretofore included in 
this estimate. 
































2, Other obligations: 


Electricity, $11,600.—$38,890 will be required for the cost of electric energy 
consumed af the Executive Mansion and Grounds during fiscal year 1953; $27,290 
of this amount was appropriated in fiscal year 1952. 

An increase of $11,600 is requested in fiscal vear 1953 for the following purposes: 

1. $1,200 to cover the increased cost resulting from an adjustment in rates 
included in the new contract between General Services Administration and the 
Potomac Electric Power Co. for the electric energy requirements of the Federal 
Government in this area. 

2. $10,400 for full year operation of the enlarged and renovated Executive 
Mansion, since funds for only 7 months operation were included in appropriations 
available for fiscal year 1952. 








































PERSONAL SERVICES 


Mr. Tuomas. I believe you are seeking 11 jobs rather than 10 for 
1953. 

Mr. Gartsipre. You have already granted us authority for 10 jobs 
in the current appropriation. I am seeking one new job of assistant 
housekeeper, which was not heretofore provided. That is the only 
increase in personnel. 

Mr. Tuomas. Did you receive the money for the.10 new jobs in 
fiscal year 1952? 

Mr. GartsipE. We received money for the 7-month period from 
December 1 to June 30 on the theory that the Commission would have 
the renovated Mansion ready for occupancy on December 1. 

Mr. Tuomas. That will give you 72 permanent positions for 1953 
as against 71 for the 7-month basis for 1952; is that correct? 

Mr. Gartsipe. That is correct, sir. 

Mr. Tuomas. Since you have not moved into the White House, 
what have you been doing with these additional funds? 

Mr. Gartsipg. We anticipate returning to the committee the pro- 
portionate share of the increases you granted for 7 months. In other 
words, if we do not get in by Apuil 1, we intend to return to you 

Mr. THomas. Well, the committee can just make the rescission 
now. How much will it be? 

Mr. Garrsipg. It will be about four-sevenths of $45,000. How- 
ever, before you do that, I wish you would take the time to look at the 
renovated Mansion and see the problems the Commission is leaving 
us from an operating standpoint, which we cannot anticipate entirely 
at this time, and I do not think anyone can anticipate them. Never- 
theless, a lot of the work that was anticipated by the Commission 
will not be accomplished, and we must pick up these items as an oper- 
ating expense. 

Mr. Tuomas. In dollars and cents, how much will that be? 





























































































Mr. Garrtsipe. It will be $6,500, I think, for each of the 4 months. 
It will be about $26,000, approximately, of the $49,600 which you 
gave us last year. _ 

Mr. Tuomas. You want a new job of assistant housekeeper. How 
many housekeepers do you have over there now? 

Mr. GartsipE. We have one housekeeper authorized and want an 
assistant because obviously someone must be there at least 16 hours 
out of the 24, and the only way to get a 24-hour housekeeper is to 
marry one. 

OCCUPANCY OF WHITE HOUSE 


Mr. Tuomas. There is no sense inquiring of you gentlemen why 
the White House is not ready when we were repeatedly told it would 
be ready about November 15 and the President and his family would 
move in no later than December 1. It is not under your jurisdiction, 
and any answers you would give would be hearsay; so it would serve 
no useful purpose to go into that point now. Is that correct? 

Mr. Gartsipz. That is correct. 


ELECTRICITY COSTS 


Mr. Tuomas. I notice the electric bill is certainly tremendous 
$38,890 will be required for necessary electric energy consumed at 
the Executive Mansion and Grounds during fiscal year 1953; $27,290 
of this amount was appropriated in the fiscal year 1952. How much 
are you seeking for 1953? 

Mr. Garrsipr. We are seeking $10,400 additional for the 5 months’ 
operation. 


Mr. Tuomas. You have “Other obligations’? here, and under 
“Other obligations,’’ it is electricity, $11,600. 

Mr. Gartsipe. $10,400 was the amount in the base rate and I have 
pointed out that $1,200 was due to an adjustment in the contract rates 
granted by General Services in their new contract. We have no 
control over that. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. There is not much information here on the cost of 
supplies and materials, $37,875. Why that much in a new building? 

Mr. Garrsipr. These are operating supplies. 

Mr. Tuomas. What are they? 

Mr. Garrsipr. They cover the full range of supplies for the house- 
keeping establishment plus the necessary supplies and materials for 
the grounds. 

Mr. Tuomas. You had that same thing last year. You have a 
brand-new building that you have not moved into. How much of that 
$37,875 have you expended? 

Mr. Garrsipr. We have expended a considerable portion for the 
routine operation, but we have not expended any of the money for 
equipping the new building. As I told you, as soon as we get in, 
which we anticipate will be April 1, we will be required— 

Mr. Tuomas. This does not cover your equipment. You have 
quite a little money for equipment in other appropriations, have 
you not? 

Mr. Gartsipe. But this also includes all materials and supplies we 
need for cleaning the new Mansion. 
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Mr. Tuomas. Well, you are not even in it in 1952 so far, and you 
have the same figure for 1953 that you had for 1952, namely, $37,875. 
You cannot possibly spend that money in 1952. 

Mr. Garrsipre. We are in part of the building. We are not in the 
White House proper, but we still have the terraces and the east wing 
and the executive office portion of it. We are still using that, plus 
the Blair House and the Blair-Lee House. We do have a President; 
he is living, and we must carry on the essential housekeeping functions. 


EQUIPMENT 


Mr. Tuomas. What is the $8,000 equipment item—the same 
amount for 1952 and 1953? 

Mr. Crim. That, I would say, would have to do with kitchen 
equipment and things of that nature. We have managed to get along 
‘while we have been in the Blair House and the Blair-Lee House, but 
we anticipate some replacements will be needed when we get back 
in the White House and entertainment is stepped up and other things 
happen. We are really limited in social activities by the President’s 
residence in the Blair House and Blair-Lee House. They are very 
small residences. 

Mr. Puruurrs. Mr. Chairman, has your wife ever started out to buy 
a new rug and, when you get through, you find out you have to have 
all new furniture and new dishes? 

Mr. Tuomas. I am afraid you have something there. 


ADJUSTMENT IN ELECTRIC RATES 


What is this item of $1,200 for? 

Mr. Garrsipr. That is required because of the adjustment in rates 
reflected in the new contract made between General Services and the 
Potomac Electric Power Co., and we are obligated to purchase electric 
energy under that contract. 

Mr. Tuomas. You mean the power bill is going to be $38,890? 

Mr. Gartsipr. That is correct; because they have completely air- 
conditioned the renovated Mansion which was never air-conditioned 
before. That is one of the reasons I wanted the committee to come 
down and take a look at all units of the mechanical plant that have 
been installed in the renovated Mansion that did not exist in the old 
building, and you can readily see that the cost of electric energy will 
increase, 

BUDGET ESTIMATE 


Mr. Puiturrs. Coming back to this budget estimate, I am not 
quite clear about your calculations for the reduction. According to 
the estimate before me, you are asking for $367,200 as compared to 
$315,600, which is a difference of $51,600. 

Mr. Garrsipe. That is correct. 

Mr. Puiuips. You said in a subsequent statement you were not 
asking for that entire amount. 

Mr. Gartsipe. We anticipate a supplemental appropriation of 
$20,000. 

Mr. Patuurrs. That is for the pay raise? 

Mr. Gartsipe. Yes, sir. 

Mr. Puiturps. Then you are asking for $31,600? 
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Mr. Gartsipg. The $31,600 represents the actual increase. 
Mr. Puruuies. Will you have anything left over from the currei 
year? 

Mr. Garrsipe. I assure you if we do, we will return it. That is 
the reason we want you to look at the job we are faced with and, if you 
can show us at this time anything you think can be saved, we would 
be glad to cooperate. 

Mr. Puituirs. Mr. Cotton calls to my attention that you testified 
you were turning back $26,000. 

Mr. Garrtsipe. I said you gave us money for 7 months’ operation 
anticipating occupancy December 1. If we do not get in until April 1, 
we contemplate returning four-sevenths of the amount of money you 
had given us. We are not spending that for any other purpose. 

Mr. Partuutrps. In effect, you do not want any additional money; 
you just want the right to use the money which is left over from this 
year’s appropriation? 

Mr. Gartsipg. No. I was talking about fiscal year 1953 then, 
where we can anticipate a full 12 month’s operation. 

Mr. Puiuurrs. I understand; but if your calculations, or Mr. 
Cotton’s calculations, are correct, you are going to have $26,000 left 
over. 

Mr. Garrsipe. Out of 1952. But that will expire as of the end of 
this fiscal year, June 30. 

Mr. Puiturrs. But if we gave you the right to use it next year, you 
would not have to have any fresh money? 

Mr. Gartsipr. But you cannot do that on an annual appropriation. 
You would have to reappropriate it. 

Mr. Puiiurps. We would reappropriate the unexpended balance. 

Mr. Garrsipe. You could do that, but it would have the same 
effect as giving us the amount for the full-year operation for next year. 


AMOUNT OF BUDGET REQUEST 


Mr. Putuures. For how much did you ask the Bureau of the Budget? 

Mr. Garrsipe. We asked the Bureau of the Budget for the amount 
approved by the President, $369,200. 

Mr. Putiups. Why did the Budget Bureau cut off the large sum of 
$2,000? ? 

Mr. Garrsipr. They did not cut it. The President approved that 
reduction because the Bureau of the Budget had decided on the policy 
of taking into account the effect of the new leave legislation, which 
would make a littlke more manpower available, and we have com- 
puted that accurately, and it amounts to about $2,000. 

Mr. Puruurps. Actually, then, it was an adjustment and not a 
reduction? 

Mr. Carrsipr. Well, we are getting manpower in lieu of money. 

Mr. Puiuurps. Are we facing the same situation this subcommittee 
discovered last year: that requests for appropriations for strictly 
White House and executive items were the only ones not cut by the 
Bureau of the Budget in the list that came before this subcommittec’ 

Mr. Garrtsipe. I could not say anything about any agency other 
than our own. 

Mr. Puruuips. But the ones that come directly from the Executive 
Office are not cut this year? 
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Mr. Garrsipe. The only area of responsibility we have is the item 
now before you—Executive Mansion and Grounds. I could not 
speak for any other item. 


DELAY IN COMPLETION OF WHITE HOUSE 


Mr. Puiuuips. Now, about the conclusion of the work. That is 
not your responsibility, and I want that understood and so state in the 
record; but the testimony was very clear from the Commission on 
Renovation of the White House that the work was going to be con- 
cluded and the furniture moved in by December 1 of last year. Now 
you say April 1. That means a delay of about 4 months. Was that 
just a miscalculation on the part of the Commission or your agency? 

Mr. Gartsipge. We have been told it is due to a combination of 
conditions, among which were some labor difficulties, delays in getting 
materials that were in short supply, and a number of other factors that 
I think the Commission could better explain than I can. 

Mr. Puiures. Are you familiar with the probable total cost of the 
job? 

Mr. Garrsipg. No, sir; 1 am not. 

Mr. Puitirrs. We appropriated $5,400,000, and we have been 
assured, every time the Commission comes up, that they are going to 
live within their estimate. Would you say that is the probable 
outcome? 

Mr. Gartsipe. I could not answer for the functions of the Com- 
mission. 

Mr. Puriuires. Are you familiar with the construction of the bomb 
shelters? 

Mr. Garrsipe. Of course, I know they are there, and we will have 
a maintenance problem. 

Mr. Puitires. How much of a cost problem will that add to you? 

Mr. Gartsipe. I cannot tell until we actually get in there. That 
is one of the difficulties we find facing us: that, until we actually 
get into the renovated Mansion and run up against these operating 
problems, we do not know. And it is difficult to anticipate some- 
thing 18 months in advance and reflect it in a monetary estimate 
that is binding on us. That is the reason we would like you to come 
down there and see for yourselves. 


EXPANDED FACILITIES OF WHITE HOUSE 


Mr. Puiuuips. I, for one, would be very glad to come down, as 
| have been interested, this year and last, in the increase of cubic 
capacity and, therefore, in the space probably to be used for purposes 
other than living quarters. Could you give me some idea of what 
increase there has been in floor space, or whatever unit you use, for 
the increase in living quarters? 

Mr. Cri. I would say there has been a 40-percent increase in 
space. 

Mr. Puiturps. In total space? 

Mr. Crim. Yes, sir. 

Mr. Puiiurps. How would you divide that between living quarters 
and office or working space? 
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Mr. Crim. I would say probably an 8-to-10-percent increase would 
be charged to living space, because they did raise the four corners of 
the roof and made rooms out of the waste space heretofore. That, | 
would say, is the only addition. 

Part of the other 30 percent comes about in the basement which has 
been dug, a majority of which will be used for the installation of a very 
elaborate air-conditioning system, one or two more elevators, and 
public toilets that we never had enough of when they had State 
occasions. 

EXECUTIVE OFFICE BUILDING 


Mr. Purtures. Are you responsible for the care and operation of 
what used to be the State, War, and Navy Building? 

Mr. Crim. No, sir. 

Mr. Puiturps. General Services is operating that like they do the 
other buildings? 

Mr. Crim. Yes, sir. 

Mr. Puiuurps. Is not almost all of that building now being operated 
for executive agencies of the Government? 

Mr. Crim. In fact, they call it the Executive Office Building, and 
it is, by and large, housing the Budget Bureau, and it is difficult . me 
to know who else. 

Mr. Puruuies. But most of them are agencies connected with the 
Executive Office? 

Mr. Crim. Yes, sir. 

Mr. Puiturps. Then, in effect, what we are doing is not only turning 
over the old State, War, and Navy Building, but we are adding about 
30 percent to the White House, almost all of which is used for an in- 
crease in executive agencies of the Government? 

Mr. Crim. Yes. 


MAINTENANCE OF WHITE HOUSE 


Mr. Gartsrpe. May I clear up that point? The item before you 
for Executive Mansion and Grounds is mainly for the maintenance of 
the historic structure—the home of the Presidents. We do have a 
common mechanical plant. 

Mr. Puiturpes. But how much of this is a historic structure any 
more? You have pushed the roof up and have pushed the basement 
down and have completely remodeled the inside. 

Mr. Garrstpn. But history is a continuous process, and maybe 500 
or 1,000 years from now—— 

Mr. Puruuies. You mean this is the beginning of a historic building 
500 vears from now? 

Mr. Gartsipr. The beginning of a new era. 

Mr. Puiturps. I am not so sure whether we did a good thing in 
appropriating $5,400,000 without limiting it to the preservation of the 
old White House. 

Mr. Gartsipr. Well, that was done by a congressional Commis- 
sion, and we had nothing to do with it. But we are certainly going 
to have to maintain and operate it. 

Mr. Puiuurps. It reflects itself in your budget by an increase of how 
many employees between prerenovation and postrenovation? 

Mr. Garrsipr. Eleven employees. 
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Mr. Puiturres. Are you accounting now for all employees, or do you 
borrow some from some other agency? 

Mr. GartsiprE. We are accounting for all employees, except, as I 
have explained in the past, occasionally there will be a job out in the 
grounds which will require heavy equipment, where the Park people 
will do that for the Executive Mansion and Grounds, such as land- 
scaping and tree surgery, for instance, or an occasional shop job that 
we are not equipped to handle. 


INCREASE IN PERSONNEL 


Mr. Puituirs. I see you are asking for an assistant housekeeper. 

Mr. Garrsipg. Yes, sir. 

Mr. Puituirs. Yet, the last 2 years, when you came before this 
committee, there was so little to do that the housekeeper was on an 
involuntary vacation. So, now she needs an assistant? 

Mr. Garrsipr. We figure we must have a housekeeper there at 
least 16 hours a day, and the only way you can get a 24-hour-a-day 
housekeeper would be to marry her, because certainly we cannot get 
anybody to work on that basis. 


AUTHORITY TO INCREASE SALARIES 


Mr. Puriuips. You have just handed me a copy of Public Law 270 
of the Kighty-second Congress. I read from section 2: 


Authority is hereby granted to the President of the United States (2) in their 
discretion— 


meaning that group— 


to grant additional compensation at rates not to exceed those prevailing— 


and so forth. 

What is there that is mandatory about the authority granted at 
the discretion of the President to raise salaries if he desires to do so? 

Mr. Gartsipe. If I may clarify that, he already had that authority. 
The authority he did not have was to incur a deficiency, and that is 
what you have granted him—authority to expend his appropriation 
at a rate that is designed to require a supplemental estimate. 

Mr. Puitures. You mean, in spite of the fact the Appropriations 
Committee and the Comptroller General have a very hard and fast 
rule that no deficiency may be created, the President of the United 
States now has the right in his own office to create a deficiency? 

Mr. Garrsipr. The right was given him in Public Law 207. If 
you will read a few more lines there, it says “‘without regard to sec- 
tion” so-and-so of the United States Code, which is the antideficiency 
law. You have granted him that authority, and that was the only 
authority he needed. He already had authority, and you left it up to 
his discretion, and he exercised that authority so that these particular 
employees would not be discriminated against. 

Mr. TuHomas. Thank you, gentlemen, very much. A happy new 
year to both of you. 
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Monpay, JANUARY 14, 1952 


FEDERAL TRADE COMMISSION 


WITNESSES 


STEPHEN J. SPINGARN, COMMISSIONER 

D. C. DANIEL, SECRETARY AND EXECUTIVE DIRECTOR 

JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF ANTIMONOPOLY 

RICHARD P. WHITELEY, DIRECTOR OF ANTIDECEPTIVE PRACTICES 

JAMES A. HORTON, DIRECTOR, BUREAU OF INDUSTRY COOPER. 
ATION 

CORWIN D. EDWARDS, DIRECTOR, BUREAU OF INDUSTRIAL ECO. 
NOMICS : 

JOSEPH S. WRIGHT, ASSISTANT GENERAL COUNSEL IN CHARGE OF 
COMPLIANCE 

HENRY MILLER, ASSISTANT GENERAL COUNSEL AND CHAIRMAN 
OF PLANNING COUNCIL 

EVERETT MACINTYRE, ASSISTANT DIRECTOR AND CHIEF, DIVISION 
OF INVESTIGATION AND LITIGATION, BUREAU OF ANTIMONOP. 
OLY 

WILLIAM P. GLENDENING, JR., ASSISTANT SECRETARY AND CHIEF. 
DIVISION OF BUDGET AND FINANCE 


Amounts available for obligation 


1952 estimate | 1953 estin 


Appropriation or estimate $4, ry bo 3 

Proposed supplemental due to pay increases 274, 

ee —|—____ ——_|— 

i 3, “891, 695 4, 314, 400 | 4, 367, 0 
_ M19, 727 |.--.----- 


4,314,400 | 4, 367, 00 


Total available for obligation _- 
Unobligated balance, estimated savings 


Obligations incurred 








195! actual { 1952 estimate | 1953 estimate 


Description 





1, Antimonopoly: 


$4, 367, 000 


Legal case work 
Economic and financial re sete maps 
Export trade____-- Labcsbl cb =< 
2. Antideceptive practices: 
Legal case work 


Trade practice conferences RS RET IA, 
Wool and Fur Act administration ____----- | 
Lanham Act and trade-marks__.._....-.--.-.-.--.-2.---- 


3. Administration 


SS Ge eR Ee | 





$1, 298, 713 
292, 615 
53, 062 


326, 439 


$1, 771, 215 
276, 325 
54, 735 


1, 272, 430 
257, 305 
342, 845 

30, 805 


308, 740 





3, 771, 968 





4, 314, 400 





$1, 830, 250 
975. H5¢ 


“Bd. 00 


1, 271, 22 


256, 925 
$43, 135 
30, 795 
305, 025 


4, 367, 000 
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Obligations by objects 


ee - r 





Object classification 1951 actual | 1952 estimate | 1953 estimate 


Total number of permanent positions. __--___.- eet 393 | 20 | 720 
\verage number of all employees... ____.____- BS Ad Ry 343 | 56 691 


\verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade. -_. oo tee 
Crafts, protective, and custodial grades: 
INT, otc bis nie taht Jaen docGene scence peadein , 602 | $2, 726 | 
NE eee ee eee ope tees } 3. CPC-3.6 | 
Ungraded positions: Average salary__......__.-- } $3, | $4, 01 


Personal services: | | 
Permanent positions , | $8, 961, 800 
Regular pay in excess of 52-week base_.._.__.__- el | 15,000 | 
Payment above basie rates_.................-.-.--.... sot] 
| - manedoneemnies 4 capctesincienensenntnamesmeees _ a 
Total personal services SMe wisg gcd diied 3, 389, 188 3, 976, 800 | 4, 014, 400 
Travel... Th SE a eae 157, 380 | 174, 700 | 189, 700 
3 Transportation of things.............._.___- wi Es Pik FS 779 | 1, 500 1, 500 
Communiéation services......................-.--..-- 20, 971 23, 000 23, 000 
5 Rents and utility services............-...... 4 10,005 | 10, 000 10, 000 
6 Printing and reproduction. __-..........-.- } 56, 491 | 35, 000 35, 000 
Other contractual services ei Ma | 12,477 | 12, 500 | 12, 500 
Services performed by other agencies...............-._.- 30, 233 | 24, 500 | 24, 500 
Supplies and materials. ___-_- : RL | 50, 305 | 40, 400 | 40, 400 
dA gi ee i es ‘ 43, 924 | 16, 000 16, 000 
Refunds, awards, and indemnities._.....______- y's SED R PR Wa : sod 
i~ _ soceneemeee EEE PS TE SS esos 
Obligations incurred 3, 771, 968 | 4,314,400 | 4,367,000 
' 





Analysis of expenditures 4 





} | 
| 1951 actual | 1952 estimate | 1953 estimate 


$$ 


] | ‘3 rt 
Unliquidated obligations, start of year saa $260, 955 | $291, 709 $251, 000 
P A * ¢ | 
Obligations incurred during the year ‘ } 3, 771, 968 | 4, 314, 400 4, 367, 000 
see 4, 032, 923 
Deduct unliquidated obligations, end of year 291, 709 


4, 606, 109 4. 618, 000 
251, 000 250, 006 
4, 368, 000 





} 
| 
Total expenditures...” 3,741,214 | 4,355, 109 


Expenditures are distributed as follows: | 
Out of current authorizations 3, 493, 142 } 3, 800, 400 4, 117, 000 
291, 709 240, 000 

263, 000 11,000 








Mr. Tuomas. The committee will please come to order. We have 
with us this morning the gentlemen from the Federal Trade Com- 
mission. It is ni¢e to see with us Commissioner Spingarn; Mr. 
Daniel, secretary and executive director; Mr. Sheehy, Director of the 
Bureau of Antimonopoly; Mr. Whiteley, Director of the Bureau of 
Antideceptive Practices; Mr. Horton, Director of the Bureau of 
Industry Cooperation; Mr. Edwards, Director of the Bureau of 
Industrial Economics; Mr. Wright, assistant general counsel; Mr. 
Miller, assistant general counsel; Mr. MacIntyre, Assistant Director 
and Chief of the Division of Investigation and Litigation in the 
Bureau of Antimonopoly, and furthermore our old friend Mr. Glen- 
dening, assistant secretary and Chief of Budget and Finance. 

Mr. Commissioner, if you or any of your staff have a statement for 
us we would be delighted to hear from you. 
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GENERAL STATEMENT 


Mr. SprnGarn. Yes, sir, Mr. Chairman, I have a statement here 
I would like to say first that I am pinch-hitting for the Chairman who, 
unfortunately, has a virus infection and cannot be here. He wanted 
to be here with you, but he did not want to bring his infection wit) 
him to the committee, so he has delegated me. 

I am here on rather short notice. We put a statement together 
over the week end, since we had expected to be called later in the 
month, and I hope if the statement is not as polished as it might be 
that the committee will make some reasonable allowance for that. 

I am going to hit the high spots of this statement, Mr. Chairman, 
and try not to make it too long, and to summarize where I can and | 
request, if it is all right, that the full statement be put in as though 
I actually read it all. 

Mr. Tuomas. That is all right; take all the time you want. 

Mr. Sprncarn. Thank you, sir. 


REQUESTED APPROPRIATION FOR 1953 


Mr. Chairman and members of the committee, the Bureau of the 
Budget in the estimates which are before you has recommended for 
the Federal Trade Commission an appropriation of $4,367,000 for the 
fiscal year 1953. The corresponding amount appropriated and 
anticipated for the Commission for the fiscal year 1952 is $4,314,400, 
which included a supplemental appropriation of $100,000 for part 
of the year 1952 to start the work of enforcing the new corporate anti- 
merger law approved December 29, 1950. 

Although the present estimate is $52,600 above the 1952 figure in 
order to put on an annual basis a supplemental appropriation of 
$100,000 we received for the last 8 months of fiscal 1952 to enforce 
the Antimerger Act, such represents no increase for operations of the 
Commission over 1952. On the contrary the total sum in the budget 
estimate for 1953 is approximately $89,000 below the level of opera- 
tions authorized by Congress for the present fiscal year. The reduc- 
tion is accounted for by the fact that certain additional costs are re- 
quired to be absorbed in 1953; namely, the cost of within-grade 
promotions and the adjustments required to be absorbed under the 
new annual-leave law. Furthermore, new duties will devolve upon 
us in 1953 under the new Fur Products Labeling Act which becomes 
effective August 8, 1952, and for the enforcement of which no funds 
were added into the estimate. ’ 


FEDERAL TRADE COMMISS{ON FUNCTIONS 


Now, I think that you are all familiar with the general functions 
of the Commission. Our general purpose, of course, is to prevent 
our free-enterprise system from being stifled by monopoly or corrupted 
by unfair and deceptive trade practices, Congress, on the recommen- 
dation of President Wilson in 1914, set up the Commission after 24 
years’ experience with the Sherman Act showed that breaking up 
monopolies after they were once formed was only a part of the answer; 
that it was something like trying to make eggs out of an omelet, and 
that you had to hit at them before they actually became too intrenched. 
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So, the Commission was set up for the purpose of attempting to pre- 
vent the formation of monopolies, to strike at those practices which 
showed that they would lead to moaopoly if continued long enough. 

I want to say in all frankness that our critics say we have not been 
an outstanding success. Even our friends say we have not done all 
we should have done or might have done. I think the truth is some- 
where in between. We have done the best that we could with the 
weapons at our command. The Federal Trade Commission, despite 
the fact that it has been given, in many respects, the biggest assign- 
ment of any of the regulatory commissions of the Government, has 
been at or near the bottom of the heap as far as appropriations are 
concerned. The ICC, the Federal Communications Commission, 
and the SEC have regularly gotten considerably larger appropriations 
than we have, although they only cover special areas and we cover 
substantially the whole field. 

I think it is worth noting that there has been an increase in eco- 
nomic concentration since the Trade Commission was formed, ac- 
cording to figures prepared by another Government agency. As an 
ae of that, back in 1909 before we were formed the 200 largest 
nonfinancial corporations in this country had about 33 percent of all 
of the assets of such corporations, and in 1929 the same group had 
about 48 percent of the total assets. Im 1933 they had about 55 
percent. Unfortunately, those particular figures do not continue 
beyond that point, but I think it is reasonable to believe that during 
World War If and under the new pressures that exist today there are 
influences pushing us toward greater economic concentraton. 

During the war or during a defense-mobilization period,, there are 
important pressures in that direction. It is hard for small business 
to get contracts. The natural tendency is for those to go to the 
bigger firms, and the same thing is true of critical materials. The 
larger competitors find it easier to get contracts and materials and 
accelerated tax amortization, and so forth. While the Government 
has been making vigorous efforts to resist these pressures, the fact 
of the matter remains that the pressures continue. It is particularly 
important, I think, in a period like this, which is unprecedented in the 
whole history of the United States, a defense-mobilization period 
without an end in sight, that we maintain our defenses against 
monopoly power alert and strong. Otherwise, we may win the 
struggle against foreign totalitarianism only to find that we have 
slipped, without ever being aware of it, into some form of domestic 
totalitarianism. Remember, that for all we know this particular 
period of mobilization may last the rest of our generation, the rest of 
our lifetimes. 

A brief summary of the Commission functions may be stated as 
follows: 

(1) To promote free and fair competition in interstate commerce 
in the interest of the public through prevention of price-fixing agree- 
ments, boycotts, combinations in restraint of trade, misrepresentation 
in the conduct of business, other unfair methods of competition, and 
unfair or deceptive acts or practices (Federal Trade Commission Act 
sec, 5). 

(2) To safeguard the consuming public by preventing the dissemi- 
nation of false or deceptive advertisements of food, drugs, cosmetics, 
and devices (Federal Trade Commission Act, secs. 12 through 15). 
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(3) To prevent practices condemned in the Clayton Act as leading 
to monopoly; namely: (@) unlawful discriminations in price and use 
of illegal brokerage fees; (6) the furnishing of services and facilities 
to dealers and resellers not on proportionally equal terms; (¢) exclusive 
dealing arrangements and tying contracts suppressive of competition: 
(d) unlawful merging or consolidation of competitors through acquisi- 
tion of capital stock or assets of competing corporations; and (e) inter- 
locking of directorates between competing corporations above a cer- 
tain size (Clayton Act, secs. 2, 3, 7 and 8, as amended. 

(4) To protect producers, manufacturers, distributors, and con- 
sumers from the unrevealed presence of substitutes and mixtures in 
manufactured wool products (Wool Products Labeling Act). 

(5) To supervise the registration and operation of associations of 
American exporters engaged solely in export trade (Export Trade Act 

(6) To petition for the cancellation of the registrations of trace- 
marks which were illegally registered or which have been used for pur- 
poses contrary to the intent of the Trade-Mark Act of 1946 (Lanham 
Trade-Mark Act). 

(7) To gather and make available to the Congress, the President, 
and the public, factual data concerning economic and business condi- 
tions as a basis for remedial legislation where needed, and for the guid- 
ance and protection of the public; also to investigate operation of anti- 
trust decrees and upon application of the Attorney General to make 
recommendations for readjustment of corporate business for antitrust 
purposes (Federal Trade Commission Act, sec. 6). 

These duties and responsibilities of the Commission stem from tli 
specific acts of Congress which are listed in the margin. In general. 
these statutes, passed over the period from 1914 to date, are recognized 
as foundation stones upon which rests the ‘structure erected for the 
protection of competitive enterprise. 

From the brief summary above, it will be.seen that the Commission 
has the duty of acting to prevent and to correct, in the vast field o! 
American industry and trade, the use of business methods, practices, 
and commercial arrangements which corrupt, stifle, or impede compe- 
tition. To keep competition free to function effectively, unencum- 
bered and unhampered by combinations or methods which suppress 
it or pollute its channels by trade abuses which are tainted in fraud 
deception, bad faith, or oppression may be said to be the all-pervading 
objective of this legislation and the operation of the Federal Trade 
Commission thereunder. 

When our economic system of free enterprise is challenged, as it |s 
today, by communism or other totalitarian systems, it is more impor'- 
ant than ever to our Nation that we exercise an intensified vigilanc 
and effective control over the methods, practices, and factors whic! 
undermine, burden, or dilute that system and render it less useful 0: 
less effective in serving the common good. Py so doing, we strengthe! 
free enterprise; we enlarge its security against attacks; we increase its 
economic good, its capacity to support our freedom and the high 
standard of living which the American people enjoy. Scrupulous and 
unfettered competition is the basic element which has made our eco- 
nomic svstem one of superior productive capacity and a guiding ligh' 
to floundering peoples of the world. 

The Federal Trade Commission has the task of carrying out these 
objectives which have been set by Congress, the duty of acting in the 
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public interest to keep the streams of commerce functioning on the 
basis of competition freed from the corroding effects of trade abuses. 
lt is vital to our economy that adequate means be supplied for this 
important work devolving upon the Commission. 


COMMISSION FUNCTIONS IN RELATION TO DEFENSE MOBILIZATION 


Experience in the past clearly shows that conditions and develop- 
ments arising in emergency mobilization present special dangers to the 
preservation of free competitive enterprise. Not only is this true in 
relation to the operation of business during the emergency period but 
also in relation to postemergency protection of competition against the 
entrenchment of private monopolistic power and dominating con- 
centrations stemming from the emergency. In the circumstances the 
Commission, as an agency charged with the duty of protecting free 
competitive enterprise, has a greater need than normally for funds 
which are adequate to enable it to forestall and prevent the inception 
and extension of factors by which private monopoly may become 
entrenched, small business restricted or snuffed out, and the competi- 
tive system crippled. 

The President well recognized the increased dangers to our com- 
petitive system which may be engendered in the emergency when he 
directed the defense agencies to consult the Commission in performing 
their funetions under the Defense Production Act to the end that the 
dangers may be minimized and for the purpose ‘‘of determining and, 
to the extent consistent with the principal objectives of the act and 
without impairing the defense effort, of eliminating any factors which 
may tend to suppress competition unduly, create or strenthen monop- 
olies, injure small business, or otherwise promote undue concentration 
of economic power.”’ 

He said that the long-standing tendency toward economic concen- 
tration was accelerated during the last war and that ‘partial mobiliza- 
tion, in the absence of protective measures, May again expose our 
economy to this threat and thereby imperil the very system we are 
seeking to protect. In numerous provisions of the Defense Produc- 
tion Act of 1950, the Congress indicated its concern over this danger 
to free competitive enterprise,’ (President’s memorandum of Sep- 
tember 28, 1950.) 

In addition to the emergency resulting in enlarged demands upon 
the Commission’s regular functions, we have the further task of 
passing upon voluntary agreements and industry programs under the 
provisions of section 708 of the Defense Production Act; also the duty 
(i making surveys at the request of the Attorney General, as provided 
in that section, for the purposes of determining factors which are 
uimical to competition or which promote undue concentration and 
injury to small enterprise. We are having to devote to these functions 
i considerable part of the time of top members of the Commission’s 
egal and economic staff. 

Functioning of the Commission under its several statutes is corre- 
lated into what might, for convenience, be referred to as programs, 
vhich I wish to refer to briefly. 
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ANTIMONOPOLY WORK 


The national public policy as declared by Congress in antimonopoly 
legislation requires that adequate consideration be given to and action 
taken against monopolistic practices and that they be restrained and 
prevented, wherever possible, for the protection of competition and 
consumers. It is only through such action that preservation of 
domestic economy based on a free and competitive enterprise can be 
assured. The national emergency with which we are now faced stems 
largely from our efforts to guarantee to the free peoples of the world 
an economy free from monopoly because personal liberty can exist 
only where there exists economic freedom. Such national emergency 
brings about shortages of production facilities at home. This enhances 
monopolistic tendencies because when materials are in short supply a 
tighter control over production facilities reflects itself in higher prices, 
sometimes to the extent of profiteering at the expense of the Govern- 
ment and the consumer. It is imperative, therefore, that we use our 
available resources in antimonopoly work to protect our domestic 
economy of a free and competitive enterprise system from the threats 
to it created by our efforts to defend ourselves and to protect the 
economy of other people. 


PROBLEM IN CONNECTION WITH DEFENSE PROCUREMENT 


Mr. Tuomas. Mr. Commissioner, may I interrupt you there? | 
have been reading over your justifications and I noticed that the 
statement you have just made was also in the justifications. Quite 
a bit of emphasis was put on it, and I think there is some truth in 
what you say; but, as a practical matter, what can the Federal Trade 
Commission do about it? 

Mr. Sprncarn. What can the Federal Trade Commission do 
about resisting increased concentration of economic power? 

Mr. Tuomas. During this time of mobilization, when the country 
is spending itself into bankruptcy preparing for war and the big 
industrial‘concerns getting the lion’s share of the business, as a prac- 
tical matter what can the Federal Trade Commission do about it? 

Mr. Spingarn. There are a good many things it can do. I do 
not mean to suggest for a moment that the Federal Trade Commission 
has the whole answer to the problem, as, of course, it has not; but 
we will, on the one hand, be keeping competition open and free by 
proceeding against price-fixing conspiracies as we have done in the 
Big Steel case, for example. On the other hand, on the antidecep- 
tion side, we can do some good by making certain that substitute 
products necessary for life and health are not being misrepresented to 
the public. 

Mr. Tuomas. The public is not the buyer; it is the Federal Govern- 
ment, and if the procuring agencies of the Government, or Army Ord- 
nance, go over here and give General Motors, Henry Ford, or Chrysler 
the lion’s share of the business, what can the Federal Trade Commis- 
sion do about it? It is not selling its products to the public for public 
consumption. It is doing a selling job-to the armed services. 

Mr. Sprncarn. Perhaps one example might be the situation that 
has arisen out in Detroit recently where the Hardy subcommittee 0! 
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the House Expenditures Committee recently held some hearings. The 
information is still in the preliminary stage, but it seems to indicate 
that the manufacturers of automobile parts, possibly by agreement 
with the distributors, have either refrained from bidding on Govern- 
ment contracts or else have bid higher than do their own distributors 
to whom they sell, and the Hardy subcommittee has estimated that 
during the years 1949, 1950, and 1951 the Government has paid ap- 
proximately $305,000,000 more for vehicle parts than it should have 
paid. Now, our Commission is investigating that situation now. 
After discussions with Mr. Charles Wilson, who is desperately anxious 
to get more iron and steel scrap out, we have begun an investigation of 
allegations of monopolistic practics in connection with the purchase of 
thisserap. If we make a case, we will not only strike a blow at monop- 
oly but we may also make available more scrap for steel-making and 
Mr. Wilson has repeatedly and publicly stated that it is very badly 
needed. I do not know how these matters are going to turn out, but 
they seem to me examples of the sort of highly useful things that we 
will be able to do during this defense period. 

Mr. Tuomas. A good many of us saw World War II come and go. 

Mr. SprnGarn. Yes. 

Mr. Tuomas. What is going on now in the procurement field by the 
armed services is nothing but a repetition of what went on in World 
War II. 

Mr. SprinGarn. Yes. 

Mr. Tuomas. What did the Federal Trade Commission do in 
World War II about this problem? 

Mr. Spincarn. Well, unfortunately, World War II is not a very 
good example, as far as the Federal Trade Commission is concerned, 
because the Federal Trade Commission was virtually decimated 
during World War II. 

Mr. Tuomas. I do not think that is true at all. 

Mr. SprnGarn. It was cut in half, Mr. Chairman. 

Mr. THomas. What did it do with that very trying problem you 
have alluded to in World War II? It did nothing in World War II, 
and we have every reason to expect that it will do the same thing in 
World War III. 

Mr. Sprncarn. Another very important thing we can do is to make 
factual investigations, make economic investigations and reports 
which will show what the trends are and point out the danger spots so 
that Congress can act on those matters. 

Mr. Tuomas. Well, in World War II in the field of procurement, 
the armed services did all the procurement, and nearly all material 
was pumped off to the Government. Whether that was through 
design or ignorance or lack of good material, still that was the case. 
I would certainly hate to think it was through design. 

Mr. SpinGarn. Yes. 

Mr. Tuomas. You seek to use this point in your justification for 
continuing your efforts apparently during this period of strain and 
stress; and, frankly, I do not just understand the cogency of it in the 
light of past experience. 

Mr. Sprncarn. As far as World War II is concerned, the Com- 
mission was cut in half during that period. It was struggling to barely 
keep afloat. I would hope that, if the Commission were kept virgorous 
and aggressive during this period, it would be able to do a great deal 
more than it did during the World War II period. 

93850—52—pt. 1——7 
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Mr. THomas. Just what could you do? When the country is 
mobilizing for war and the armed services under present conditions 
are taking 20 percent of the entire national production for the armed 
services, what can the Federal Trade Commission do within that 
area of 20 percent? 

Mr. Sprncarn. Well, as I say, in the first place, we can keep abreast 
of the monoply trend and report promptly to the Congress, so that 
we can show you the danger spots in which action ought to be taken, 
and I would not underestimate the importance of that function, Mr. 
Chairman. 

CONSULTATION WITH DEFENSE AGENCIES 


The President has also directed that the defense agencies consult 
with us in connection with any problems that they may have in which 
the elimination of competition may be a necessary corollary of what 
they are doing, in order that we may advance ways and means of 
eliminating or minimizing the monopolistic effects of the contem- 
plated action. 

We have also the Defense Production Act, which provides that 
voluntary agreements among producers and others, production pools, 
for example, can be created as exemptions to the antitrust laws, but 
that they have to be cleared with the Attorney General and the 
Chairman of the Federal Trade Commission before they go into 
operation, so that, again, monopolistic effects can be eliminated or 
minimized. We have worked on a number of those. I think there 
is a great deal that we can do in that field. Mr. Edwards, would 
you care to add anything to that? 


REPORTING FACTS AND TRENDS TO CONGRESS 


Mr. Epwarps. I would not care to add anything to that, but | 
might make a statement on the reporting of facts and trends, as to 
what we have done or are now doing. First, we made two reports for 
Senator Lyndon Johnson’s committee upon ‘facts tending to keep up 
prices of certain imported materials which were essential to the war 
effort; second, we have followed that up with a report on the opera- 
tions of the international oil companies in the Near East which we 
regard as somewhat too delicate to be printed while the negotiations 
which are now on are under way, which has been made available to 
those people in the Federal Government who are making current 
decisions about petroleum policy; and I have heard from a number 
of them that its use is quite valuable. 

Third, we have almost completed a report on iron ore which is 
designed to show the effect of the ore shortage and of the contro! 
of the ore supplies, old and new, upon the power of the companies in 
the steel industry to compete with one another. . 

Fourth, we are preparing a report on the concentration of steel 
consumption, designed to show whether or not small concerns in 
different fabricating industries in different parts of the country are 
suffering from a steel shortage. 

It is Congress’ problem rather than ours to determine how far those 


shortages are undesirable, and how far they can be remedied. We 


provide the information, just as I have stated. 
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RECORD OF COMMISSION DURING WORLD WAR II 


Mr. Sprncarn. I, of course, have only been in the Commission for 
15 months. I am not familiar with its World War II history except 
from hearsay. 

Mr. MacIntyre, would you say a word about the record of the 
Federal Trade Commission’ during World War II? 

Mr. Macintyre. Yes, I have some personal recollection about 
some cases that were committed to me for handling which involved 
war contracts. 

I recall particularly the Cramp shipbuilding contracts. It had 
contracts for $117,000,000 of naval vessels as well as a lot of contracts 
for rehabilitation in that yard. As a result of some information that 
the Vinson committee developed we went to Philadelphia and turned 
up additional information relating to collusion on those contracts. 

Out of that nine cases were instituted by the Commission all of 
which went to injunctions against the continuation of that by those 
concerns. 

Following that, and on the basis of the information that we de- 
veloped the Department of Justice then indicted four of the parties 
involved in the collusive bidding in Philadelphia. In addition to that 
and on some other contracts entirely separate from the ones at Phila- 
delphia we turned over to the Department of Justice factual informa- 
tion that we had developed. On the basis of that they instituted suit 
for damages for the civil claims. Asa result of that a substantial sum 
of money was recovered for the Government. There was a substantial 
amount of work with them in that case and it is somewhat similar to 


what the Commissioner has told you has developed in Detroit where 
recently a House committee has dug up information to the effect that 
apparently $305,000,000 more was paid by the Government than it 
should have paid on contracts, contracts during the last 3 years. 


WORKLOAD IN ANTIMONOPOLY FIELD 


Mr. SprnGarn. Mr. Chairman I would like to go directly into the 
workload picture now if that is all right with you. 

Mr. Tuomas. Surely. 

Briefly this is our workload picture in the antimonopoly field. 

At the beginning of the fiscal year 1951 there were pending for in- 
vestigation a total of 313 cases. During the ensuing year a total of 
337 additional cases were received. Thus a total of 650 cases were on 
hand for investigation during the fiscal year. There were 309 investi- 
gations completed during the year, leaving on hand at the close of the 
year a total of 341 matters. There were 72 attorneys in the field 
service throughout the country who were engaged in making these 
investigations, 

The Commission has for investigation approximately’ 150 cases in- 
volving conspiracies to fix prices, allocate territory, boycott, and 
otherwise restrain trade. These involve groceries, electric- and gaso- 
line-powered lift trucks, pneumatic machinery, mill and industry sup- 
plies, steel pipe, sheet metal products, drugs, soaps, radios and tele- 
visions, radio and television tubes, and other commodities vital to the 
civilian ec onomy as well as to the national defense program. Such 
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investigations involve entire industries in most instances, and _ in 
others all members of a particular segment of an industry. 

Most antimonopoly cases involve complex issues and often involve 
a large number of respondents. I should like to discuss briefly a few 
cases we have recently brought to successful conclusion in this field. 

The most important case we had during the year was the steel 
case in which the Commission prohibited the American Iron and Steel 
Institute and about 100 of the leading steel producers of the Nation 
from fixing and maintaining prices on all sorts of steel products 
ranging from ingots to nails. 

That case was settled after protracted negotiation by consent 
settlement under which the respondents have agreed not to contest it 
in the courts. It probably would have been 5 or 10 years hence 
before we would have gotten an enforceable order if it had gone 
through all of our litigation procedure and the courts. 

Another important case was the Atlas Supply Co. case which was 
recently concluded in which the five major Standard Oil companies 
and the Atlas Supply Co. were ordered to discontinue monopolistic 
practices in the purchase and sale of tires, batteries and other automo- 
bile accessories. There are many other cases, but I have just picked 
out two of the most important cases. 

The Commission’s order in the Atlas case prohibited the six com- 
panies from combining to exert their combined purchasing power in 
jointly buying such products so as to obtain any price or other allow- 
ance from sellers which is preferential to that allowed their com- 
petitors. The order also prohibited these companies from obtaining 
brokerage in violation of section 2 (c) of the Clayton Act. Another 
provision of the order prohibited Atlas or the other companies when 
purchasing through any other controlled medium from inducing or 
receiving price discriminations in violation of section 2 (f) of the same 
act. 

In view of our continued and greatly increased efforts toward pre- 
paring for defense, the Commission’s order prohibiting price fixing 
in the steel industry has become of even greater importance than it 
was at the time the case was commenced. 

The Commission also concluded the Plywood cases, one of which 
was a proceeding against the Douglas Fir Plywood Association and the 
foremost producers of Douglas fir plywood in the country, Docket 
No. 5529. They were ordered to discontinue their agreement which 
included the fixing of prices, curtailing of production, and in general 
the suppression and elimination of competition in that industry. 
The other plywood case, Docket No. 5528, was against the Fir Door 
Institute and the principal producers of fir doors in the country. 
They are prohibited from fixing prices and otherwise eliminating com- 
petition in the sale of fir doors. This case also was directed against 
the unlawful use of patents and licenses and the fixing of prices of 
garage doors. ; 

It is the policy of the Commission, whenever possible and when in 
the public interest, to dispose of cases without the taking of testi- 
mony. This is done by stipulating the facts with respondents or 
by securing admissions of alleged facts. Such disposition frequently 
requires lengthy conferences and negotiations, but efforts toward such 
disposition are usually worth while since they frequently result in 
successful disposition of cases without the necessity of holding exten- 
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sive hearings. During the past year the Commission adopted a rule 
of practice providing that under certain conditions proposals of con- 
sent settlement could be made to the Commission. The utilization 
of this rule has further facilitated the disposition of cases without 
trial and it is expected that this procedure will Dontinue to prove 
valuable. 

Incidentally, the American Bar Association has praised us very 
highly on that procedure. It is comparable to the Department of 
Justice consent-settlement procedure. 

The 1952-53 work program for the Bureau of Antimonopoly will 
embrace the following six fields of unlawful conduct and practices: 

(a) Conspiracies and other restraints of trade. 

(b) Acts and practices which restrain competition in obtaining 
defense contracts. 

That Detroit cases is an example of that situation. 

(ec) Compliance work. 

(d) Full line forcing and tying-in arrangements. 

That was particularly true during World War Il. I think anyone 
who ever bought any beverage spirits will remember how it was in 
World War It when they had to buy several bottles of rum to get a 
bottle of whisky. This sort of arrangement is not confined to alco- 
holic beverages, by any means, and the need for corrective action 
becomes greater as the supply of essential materials diminishes. 

(e) Use of economic power by large buyers to obtain unlawful 
price discriminations from suppliers. 

(f) Unlawful concentration of industrial and economic power 
through corporate acquisitions and mergers. 


ANTIMERGER ACT 


I emphasize that because on December 29, 1950, Congress passed 
the Antimerger Act which amended section 7 of the Clayton Act se 
as to prohibit a corporation from acquiring the stock or assets of an- 
other corporation where the “effect may be substantially to lessen 
competition or to tend to create a monopoly” in any line of commerce 
in any section of the country. Thus, the application of the law to 
corporate acquisitions depends upon whether the acquisition has the 
prescribed effects upon competition in the industry and area affected. 

Prior to the new amendment, the Clayton Act had prevented 
mergers tending toward monopoly where they were accomplished 
through the acquisition of stock, but ingenious lawyers found a loop- 
hole in that law and they proceeded to accomplish mergers which 
would otherwise have been prohibited by acquiring not the stock, 
but by buying up all of the physical assets of companies, and the 
Supreme Court in the twenties went along with that to the point where 
they held that even though the stock had been acquired unlawfully 
in the first place if the assets were subsequently acquired by virtue of 
unlawful stock acquisition it was valid. The courts so held prior to 
this Antimerger Act of 1950. In other words, it was a complete loop- 
hole. Congress wisely closed that loophole in December 1950, and 
the first result of it was a great increase in mergers. Apparently a lot 
of people were trying to get under the wire before the enforcement 
activity started. Prior to the passage of that act there were only 
about 200 mergers of sufficient size to be within the possible purview 
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of the act taking place each year. During the 6 months immediately 
following that act the rate went up to 750 a year. We first got funds 
to enforce the act last November. I might say they were about 
20 percent of what we thought we needed to accomplish effective 
enforcement of the act. 

Last year in a supplemental appropriation act Congress appropri- 
ated $100,000 for an 8-month period of fiscal 1952 for enforcement of 
this act and budget has now earmarked $150,000 for this work for the 
whole of fiscal 1953. We are getting very little money to do an awfully 
big job in this field—in my opinion not nearly enough. 

I would like to emphasize that the new law has imposed substantial 
new duties on the Federal Trade Commission. It will be necessary to 
examine closely the manner in which mergers and acquisitions wil! 
affect the extent of patent control, the dominance of trade-marks, the 
influence of long-term contracts for raw materials, the significance of 
exclusive dealing arrangements, and many other types of relationships 
through which monopolistic power may express itself. 

During the period January 1 to December 31, 1951, announcements 
of 618 acquisitions and mergers have been recorded. At the present 
time, these are taking place at the rate of more than 50 per month. 
There have been 108 of these matters placed on our docket for investi- 
gation as to the legal implications involved. 


QUANTITY LIMIT RULE 


I should like to invite your attention to the fact that on December 
13, 1951, the Commission issued its first quantity limit rule pursuant 
to the provisions of section 2 (a) of the Clayton Act as amended. 

Briefly stated, the rule fixed a carload quantity of 20,000 pounds 
ordered at one time for delivery at one time as the maximum quantity 
which may be used to justify price differentials on replacement tires 
and tubes made of natural or synthetic rubber for use on miotor ve- 
hicles. This quantity limit is the maximum amount of tires and tubes 
upon which discounts or price differentials based on quantity may be 
granted after the effective date of the rule. It is designed to be smal! 
enough to enable a sufficient number of buyers to get the maximum 
discount so that it will not unjustly discriminate in favor of a few large 
buyers or promote monopoly among either buyers or sellers. The 
Commission said that without the quantity limit it is relatively cer- 
tain that the monopolistic conditions due to price discrimination 
“which now prevail and which began to develop as early as 1926 in 
the replacement tire industry will continue and worsen.”’ 

As | remember, our study of the matter showed that in 1926 the 
small and independent tire dealers, some 48,000 in all, had about 90 
percent of the business, and at the time of our hearing on this matter, 
the period in respect to which we took evidence in 1947, 21 years later, 
they only had 52 percent of the business. It had gone down to 52 
percent. That quantity-limit order does not become effective until 
April 7. I have already received, and so have the other Com- 
missioners, a number of telegrams and letters from independent tire 
dealers congratulating us upon the issuance of the order. The Com- 
mission has had that power for 15 years but’ this is the first instance 
in which it has utilized its procedure to fix quantity limits. 
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BUREAU OF INDUSTRIAL ECONOMICS 


Now, I turn to our industrial-economics work. I think there is a 
great deal of misunderstanding about this work, which I regard as 
very close to being the most important work the Commission has. 
I say that as a lawyer, and lawyers are naturally allergic to economists. 
That has been my experience, but I have been made a convert since 
I came over to the Federal Trade Commission.. We are asking for 
no increase in that work, which includes our accounting and statistical 
activities as well as our economic work. 

The Bureau of Industrial Economies does all of the economic: and 
accounting work in the Commission’s legal cases. The principal 
work of the accountants is examining cost defenses that are sub- 
mitted by respondents in price-discrimination cases and recommending 
whether or not the Commission should accept these defenses as valid. 
The accountants also examine the books and records of corporations 
in other types of cases in which there is need for accounting data 
about costs, profits, shipping expenses, and the like, and prepare 
analyses of the evidence obtained from such records. The Com- 
mission’s economists watch for new developments in business organi- 
zation and practices which call for corrective action, and recommend 
such action to the Commission. Thus they give the Commission a 
sense of proportion as to the types of cases that should be regarded 
as most important and most timely. They also obtain and analyze 
economic and statistical evidence that is used in the cases, and prepare 
such evidence for presentation, and sometimes appear’ as expert 
witnesses. Their role is particularly important in cases that involve 
conspiracies worked out through the use of common price formulas. 


WORKLOAD 


Their workload has been substantially increased during the last year 
by the amendment of section 7 of the Clayton Act to forbid acquisi- 
tions of assets that substantially lessen competition. By joint recom- 
mendation of the Bureau of Antimonopoly and the Bureau of Indus- 
irial Economies, it is the responsibility of the economists to keep track 
of all industrial mergers and to make a preliminary analysis sufficient 
to determine which ones need investigation, and which ones can be 
safely disregarded. In investigating a merger, exceptionally large 
amounts of statistical information are needed. Such facts are ob- 
tained and interpreted by the economists. For the sake of economy 
and speed, investigations of this kind begin with questions in writing 
to the companies involved. These are prepared and the answers are 
analyzed by the economists. Thus some field investigations are 
avoided entirely and others are shortened and given a sharper point. 

The supplemental appropriation for the enforcement of section 7 
became available on November 1, 1951, and the division of duties 
between economists and lawyers was decided immediately thereafter. 
In the ensuing 2 months the Bureau of Industrial Economics has made 
preliminary examination of 188 mergers. Of these, 45 have been 
dropped as not justifying further inquiry, and 143 have been recom- 
mended for investigation. 
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Most of the cases to be investigated are now in the stage in which 
questions are being prepared or answers analyzed. In addition, there 
is a backlog of 408 mergers that have not yet received preliminary 
check because they occurred during the first 10 months of the year 
before funds for the work became available. 

About $280,000 of the funds for this Bureau is to be spent on 
antimonopoly cases. 


ECONOMIC AND FINANICIAL REPORTS 


The Bureau also prepares the Commission’s economic and financial 
reports. ; 

Its financial reporting program has become highly important to the 
defense agencies. Price control requires figures about business profits 
to make sure that the regulations will be neither too tight nor too loose 
and to provide a basis for determining when the price ceilings should 
be changed. Under the Eric Johnston formula for establishing price 
ceilings, figures about profits are indispensable. During the Second 
World War the Office of Price Administration maintained a large 
staff and spent a great deal of money in getting such figures. When 
the present system of price control was established, the Federal Trade 
Commission was already conducting its financial reporting program 
in collaboration with the Securities and Exchange Commission and 
under the general supervision of the Bureau of the Budget. It was 
obviously cheaper to supply the needs of the defense agencies for 
facts about profits by adopting our program instead of getting up a 
duplicate one. 

Accordingly, the Office of Price Stabilization has been supple- 
menting our budget for financial reports by providing the additional 
cost of collecting the extra figures which they need. They have 
provided the funds with which to collect, for the first time, figures 
about the profits of wholesale and retail corporations. Up to that 
point, we had been dealing only with manufacturing corporations. 
These are now the Government's only source for such information. 
Meanwhile, the Commission has reorganized and speeded its work 
and thus has been able to supply more information for manufacturing 
than before, without any contribution from the defense agencies for 
that purpose and without any increase in the Commission’s appro- 
priation. The defense agencies tell us that they want still more 
information, and we are now discussing with them whether it can be 
supplied and, if so, what further increase in their contribution will 
be called for. 

This program is described in a pamphlet which the Commission 
sent out to wholesale and retail corporations that were being asked to 
report for the first time and also in an official statement by the Bureau 
of the Budget. I have brought copies of each of these for each mem- 
ber of the committee. You will note in the budget statement that the 
profit figures are regularly used by the Federal Reserve Board, the 
Department of Commerce, particularly the Office of Business Econom- 
ics, the Council of Economic Advisers, the Budget Bureau’s Fiscal 
Division, the Bureau of Agricultural Economics, the Renegotiation 
Board, and the Treasury Department’s Bureau of Internal Revenue 
and Division of Tax Research, as well as the SEC and FTC themselves. 
And I cite this as particularly significant: that in addition about 
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10,000 businessmen have asked to receive our manufacturing-profit 
reports regularly; and, although the first report for wholesaling and 
retailing has not yet been published, there is a waiting list of an addi- 
tional 5,000 businessmen who have already asked to receive it. 

We are sometimes asked what is the good of the reports; what use 
are they? I think that last information has some bearing on the 
matter. 

Many of the best-managed concerns in the country increase their 
own efficiency by comparing their operating ratios with those that our 
reports show are typical for concerns in their industry, and more and 
more of the commercial banks are making similar comparisons in de- 
ciding whether they shall issue loans. 


COMMENTS REGARDING REPORTS 


A few of the comments we have received from businessmen are 
quoted on a sheet which I shall hand you and which I will ask be in- 
serted in the record. 

(The matter was filed with the committee.) 

Mr. Paiuurps. Do they pay for them? 

Mr. SprinGarn. They do not. The cost of furnishing extra copies 
is inconsiderable; and since those men are actually furnishing the in- 
formation on which we base our reports, we think it fair to give them 
copies. 

The Albion Iron Co., of Albion, Mich., has called this report ‘the 
best report of this type which we have ever received from the Federal 
Government. <A. W. Diller & Co., of Norwalk, Conn., has called it 
“one of the best Government jobs. The way it is used by business 


is illustrated in a letter from Firestone Tire & Rubber Co:, which says: 


We are glad to get your report each quarter as it provides us with excellent 
annual and quarterly bench-mark data on sales and inventories for industry as a 
whole and particularly industries in which we are interested. It also provides us 
with standards by which we can compare the sales, profit, and cost trends of our 
own company with those of our industry. 


SELECTED SAMPLE 


We have taken care to obtain this information with the maximum 
regard for the convenience of the businessmen who supply the reports. 
We use a small scientifically selected sample of reporting companies 
in order to avoid troubling an unnecessarily large number of concerns 
or spending unnecessarily large amounts of money. We expect to 
change the concerns in the sample from time to time so that no one 
group of companies will always have to carry the load. We have 
designed the reports so that the ordinary company can answer them 
in about 20 minutes. We are proud of the fact that, although we are 
collecting reports from a mailing list of about 35,000 companies, of 
whom about five-sixths are newcomers to the sample, the total number 
of complaints that has been transmitted to us from Members of 
Congress has been less than 300. When companies have called us 
to raise questions about the reports, they have almost always rung 
off in five minutes or less, satisfied that the reporting project is im- 
portant and that they can do their part of it easily. 
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FINANCIAL REPORTS 


About $132,000 of our budget request is assigned to the financial- 
reporting program. It covers without any increase in positions the 
basic collection of manufacturing information which supplies the 
foundation for the additional facts that we are obtaining for the 
defense agencies with their funds. 


ECONOMIC REPORTS 


The Commission’s economic reports constitute the smallest part of 
the Bureau’s work. We have allocated about $106,000 for this 
ed which will continue the existing number of positions without 
charge. 

Mr. Tomas. About 83 positions out of 720 or about 12 percent. 

Mr. Sprncarn. That is the entire Bureau of Industrial Economics. 

Mr. Epwarps. The Division of Economics has approximately 
15 people engaged on reports, including the clerks and stenographers. 
It also has people engaged on the economics of the legal cases. 


PENDING REPORTS 


Mr. Sprincarn. We have just completed the draft of a report on 
cartel-like activities in the international petroleum industry, but it is 
not yet published. Much of the information in it has not been 
available before, even to members of the Government who are directly 
concerned with petroleum matters. It provides a valuable background 
for the consideration of the very delicate problems that are now arising 
in that industry in oversea areas where members of that industry 


operate. We have also almost completed a draft of a report on iron 
ore, which I believe will show the impact of the iron-ore shortage and 
of the control of new sources of supply on competition in the produc- 
tion of steel. We have in progress reports that will show the extent 
of concentration in manufacturing industries as measured both by 
employment and by shipments. These reports will provide a basis for 
ascertaining the importance of industrial mergers quickly and thus 
determining more accurately which ones must be fully investigated. 
They will also enable the Congress and the public to determine more 
accurately than before what are the areas of significant concentration 
and what is the trend of concentration. 

I might say parenthetically there we have recently received a letter 
from the chairman of the House Judiciary Committee deploring the 
lack of recent data showing the trend of economic concentration and 
asking the Commission what it can do to make up that gap in our 
factual information. 

We are supplementing these reports by a report on the concentra- 
tion of steel consumption designed to ascertain whether or not present 
shortages of steel are pinching small business in the fabricating 
industries as the Senate Small Business Committee found was the case 
during the shortage of 1947. Finally, we are preparing a report on 
the experience of various governments with the registeation of inter- 
national cartels. This report was undertaken because of the fact that 
the United Nations Economic and Social Council passed a resolution 
last August establishing an ad hoc committee to prepare a plan for the 
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curbing of harmful cartel practices in international trade, and it is 
expected that proposals for the registration of cartel agreements will 
be submitted to that committee. The purpose of the report is to 
provide a factual basis for the development of the American position 
toward such proposals and for the consideration of the matter by the 
Congress if the Economic and Social Council should recommend an 
arrangement based upon them. 


REPORT ON STEEL 


Mr. Tuomas. What about the steel report? It is well known that 
in this country there has been a steel shortage since 1940 and, of course, 
that shortage has affected quite adversely in a good many instances, 
small business. And that shortage is just as bad today, after 12 long 
years. What good has resulted from the dollars and cents that you 
have spent on that report, when everybody has known that the short- 
age existed and that it still exists? Of course, some of the steel com- 
panies are loudly claiming now that there is no such thing as a steel 
shortage. IJ understand through Mr. Charles Wilson, that before the 
end of 1952 and certainly not later than the beginning of the second 
quarter of next year, 15 million tons of additional plant capacity will 
be in operation and perhaps the shortage will be over in most of the 
steel products, with the exception, maybe, of plate and structural 
steel. You have made some studies; you have told industry what 
industry had already known. What has been the good of that? 

Mr. Epwarps. The study to which we refer is one that has not yet 
been completed. It compares the steel consumption situation just 
before the defense emergency began with the situation about a year 
later when the defense emergency was well under way. The purpose 
of it is not to recite the general conclusion that there is a shortage 
but to pin- point the question as to where there may be a shortage, both 
by lines of product and parts of the country. That information will, 
I believe, be highly useful to people who have to make decisions about 
the allocation of steel. They have flowing to them what they need 
to know about the defense aspects of the business, and will have in 
that report a flow of information that will show what the effects on 
competition are. Indeed, we discussed with the defense agencies at 
some length the question of whether they were getting these facts. 
Our original plan was somewhat larger than the plan finally put into 
effect, because they adopted and took over the collection of some in- 
formation we proposed to get, and thereupon we dropped that out of 
our program. It was decided we would go ahead and get the rest and 
turn out a report which would show in detail what the situation is. 
It will be for the defense agencies to determine how far shortages 
that may exist arose out of decisions they had to make and how far 
they arose out of decisions that might be modified without affecting 
the defense program. Unless they know in a good deal of detail what 
the situation is, they won’t be in a position to plan such corrections 
as may be needed and may be in their power to make. 

Mr. TxHomas. In other words, it ali adds up to the fact that you are 
jane putting down the figures and telling something that everybody 
cnows. 

Mr. Epwarps. People do not know where the shortage is, as to the 
products and as to the parts of the country. 
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ANTIDECEPTIVE PRACTICES PROGRAM 


Mr. Sprncarn. This program of the Commission is designed to 
protect consumers and honest competitors from unfair and deceptive 
business practices. There is a high degree of public interest in pre- 
venting these practices. If unchecked, they would prevent the 
consumer from making a free choice of goods in the market place; 
result in physical injury in the case of worthless or dangerous drugs; 
unfairly divert trade from honest businessmen; and in many instances 
result in irreparable competitive injury, particularly in cases where 
new and small enterprises are the competitors directly affected. 

The Commission, in keeping with its statutory responsibility to 
prevent such practices, utilizes a screening procedure for all applica- 
tions for complaint and conducts a continuous survey of major 
advertising. 

It also carries out an inspection and enforcement program under 
the Wool Products Labeling Act to obtain the required fiber content 
disclosure in the labeling of woolen products; and similar enforcement 
duties with respect to fur products are placed upon the Commission 
by the Fur Products Labeling Act, effective August 8, 1952. 

The investigation and trial of law violations of public interest lead 
to cease-and-desist orders banning specifie false and misleading ad- 
vertising, misbranding, misrepresentation, and a wide variety of other 
unfair and deceptive acts and practices, including the false advertising 
of food, drugs, medical devices, and cosmetics. Similar procedures 
result in the correction of unfair and deceptive practices through the 
negotiation of informal stipulation agreements, promulgation of trade 
practice rules, and administrative settlements where warranted. 
Criminal, libel, and injunctive remedies are also available in certain 
types of cases. 

During the past year the injunctive processes provided by section 
13 of the Federal Trade Commission Act were used against the false 
advertising of an alleged remedy for arthritis, rheumatism. and kindred 
ailments. The annual sale of this preparation, through extensive ad- 
vertising, has run into many millions of dollars. The only active 
ingredients in this preparation were aspirin and another salicylate 
having substantially the same effect as aspirin. In the injunction 
proceeding the Commission contended, and the circuit court of appeals 
found, that the daily dosage of this preparation has the effect of ap- 
proximately four five-grain aspirin tablets. The suffering purchasers 
paid six times as much for each daily dosage of the preparation as they 
would have paid had they purchased simple aspirin which would have 
been just as effective. When it is realized that more than 7 million 
persons suffer from such ailments, the tremendous total loss to this 
segment of the public, amounting to millions of dollars per annum, can 
be directly traced to such false advertising that preys upon the public 
by exploiting human ailments and the natural desire of sufferers to 
find an effective remedy for their ills. 

Injunction was obtained after appeal from an initially adverse deci- 
sion by the Federal district court. Section 13 of the act as inter- 
preted by the court of appeals in this case did much to clarify and 
strengthen the Commission’s powers under that section. Criminal 
proceedings were successfully instituted against the same. company 
for violation of section 14 of the Federal Trade Commission Act 
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which makes it a misdemeanor to disseminate with intent to mislead 
a false advertisement of a medicinal preparation. Because these 
processes are drastic, the Commission must be and is careful to make 
use of them in extreme cases only, but the possession of the power, 
and the use of it, where warranted, has the salutary effect of preventing 
similar law violations and of itself has a restraming influence upon 
those who would otherwise resort to the same practices. 

In times of national emergency, when certain materials are in short 
supply, the Commission gives priority to cases involving false claims 
with respect to necessities of life, such as food, medicinal preparations, 
clothing, and building materials, and to those matters which involve 
the unrevealed presence of substitutes, inferior or harmful ingredients, 
as well as those where second-hand or rebuilt products are offered with- 
out disclosure of those facts. Although only a limited number of 
matters in the latter category have reached the trial stage, there are 
increasing numbers of such matters being processed for investigation, 
and cases of this kind are assuming substantial proportions in the 
initial stages. 

Matters under consideration involving the presence of unrevealed 
substitutes, harmful or inferior ingredients include the use of syn- 
thetics which simulate leather in shoes and other articles of apparel; 
the use of plastics for natural or synthetic rubber in a variety of prod- 
ucts for wearing and other personal uses; the sale of automotive 
springs and parts and other merchandise which have been rebuilt, 
in some instances with the use of worn and junked components with- 
out disclosure of the facts; antifreeze compounds harmful to auto- 
motive cooling systems; the passing off as domestic of goods made in 
whole or in part of inferior foreign components; the passing off of 
inferior domestic merchandise as and for that of highly reputable 
and well’ accepted foreign manufacturers; the offering for sale of 
dangerous solutions for the polishing and replating of silverware 
without adequate disclosure of the danger; and the sale of electric 
welders for home and farm use without adequate disclosure of fire 
hazards. The Commission in this portion of its program is cooperating 
fully with the Economic Stabilization Agency to apply all of the 
remedies available to the Government in matters presenting problems 
within the jurisdiction of both agencies, and to obviate duplication of 
effort in such matters. 

WORKLOAD 


The appropriation requested for fiscal 1953 will only permit a con- 
tinuation of the antideceptive practices program at present levels. 
No increase in personnel over the allotment for fiscal 1952 is included 
in the estimates. However, notwithstanding strenuous efforts to 
reduce it, a considerable backlog of unfinished work remains on hand, 
and the numbers of violations coming to the attention of the Commis- 
sion continue unabated. Also, despite the fact that the Commission 
- will, in fiscal 1953, be charged with the additional responsibility of 
enforcing the Fur Products Labeling Act, no increase in funds has 
been provided for such purpose. 

The continuing large volume of work is reflected by the fact that 
on January 1, 1952, there were pending in the Bureau of Antideceptive 
Practices 1,090 cases, 918 of which were informal or in the various 
stages of investigation, and 172 of which were formal cases in which 
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ro gener had been issued and which were in the various stages of 
trial. 

In administering the Wool Products Labeling Act with the funds 
available for this work, the Commission has been able to investigate 
the compliance annually of approximately 12,000 manufacturers and 
distributors, or 1 in 7 of the existing manufacturers and 1 in 30 of the 
distributors of wool products, which include such essential items as 
children’s and adults’ clothing, blankets, and the like. Approxi- 
mately 25 million wool products under such program are inspected 
annually. With this spot coverage of the industry, much good has 
been accomplished in keeping in check misrepresentation in the labeling 
and marketing of these products. This protection of consumers and 
others against false and deceptive labeling should not only be con- 
tinued but should be conducted on a larger scale, particularly since 
the increased use of wool for military purposes, together with high 
market prices for wool, has resulted in widespread use of substitute 
fibers conducive to misbranding. 

With no funds provided for the administration of the Fur Products 
Labeling Act, this work must necessarily be integrated with that 
presently carried on under the Wool Products Labeling Act. With 
no increase in staff, the minimum amount of compliance work 
now being carried on under the Wool Act must be curtailed in order 
to conduct the pioneering activities incident to the administration of 
the new fur labeling legislation. In short, it means that the adminis- 
tration of the Wool Products Labeling Act must be spread thinner in 
order to take over the bare essentials necessary to the administration 
of the Fur Products Labeling Act. 


INDUSTRY COOPERATION PROGRAM 


This embraces the Commission’s work of effectuating voluntary 
prevention and correction of unfair methods of competition and related 
trade evils through encouragement of industry-wide correction 
under trade practice agreements and through use of stipulations for 
settlement of certain types of cases. It involves cooperation with 
business to bring about wholesome self-regulation on the part of 
businessmen for the elimination of unfair trade practices and the 
consequent elevation of the standards of fair competition. 


TRADE PRACTICE CONFERENCES 


Under this procedure rules are established against unfair or decep- 
tive acts and practices and against other unfair and illegal methods 
of competition. This is done after informal public conferences and 
hearings held either upon application by industry groups or upon the 
initiative of the Commission in case it deems such a program will be 
in the mutual interest of industry and the consuming public. The 
rules give the Commission’s interpretations of the laws it administers 
as they may relate to the particular problems of the industry concerned 
and give information and guidance to both industry and the public. 
Respective acts of such trade practice provisions are under adminis- 
tration for some 170 industries. Included therein are rules promul- 
gated by the Commission in the calendar year 1951, for eight new 
industries, namely, the retail installment sale and financing of motor 
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vehicles, milk bottle cap and closure, canvas cover, feather and 
down, seam binding, sun glass, cosmetic and toilet preparations, and 
rayon and acetate textiles. 


STIPULATION AGREEMENTS 


Settlement of certain types of cases is effected on the basis of a 
stipulation of facts and an agreement to cease and desist from prac- 
tices considered to be unlawful. During the fiscal year 1951, 157 
stipulation agreements were accepted by the Commission in disposi- 
tion of cases which otherwise might have necessitated costly litigation. 
In order to insure that parties to approved stipulations are complying 
with their agreements, it is required that they file satisfactory reports 
of compliane e with the Commission. During the fiscal year 147 
reports of compliance were received and filed or other appropriate 
action thereon taken by the Commission. 


COMPLIANCE WORK 


Another of our functions is that of securing compliance with orders 
to cease and desist entered by the Commission and ascertaining the 
extent to which such orders have been effective in preventing the un- 
lawful practices proceeded against. It is only in recent years that 
the Commission has had a separate organizational unit responsible 
for this work, and it is work which has been steadily increasing in 
volume and importance. It is of little use that the Commission 
enters orders unless it has some machinery for being sure that these 
orders are carried out and for instituting and carrying forth further 
proceedings against those who violate orders to cease and desist. 
The Commission had hoped to be able to increase the staff engaged 
in compliance work during 1953, but it now appears that any increase 
in volume of work must be accomplished within the present staff and 
fund limitations. 

Among the compliance projects which will be required in 1953 are 
investigations into the effects of Commission orders in such industries 
as steel and cement. At the present time, there are eight civil 
penalty proceedings pending in the courts involving charges of viola- 
tion of Commission orders where maximum penalties, if assessed, 
would amount to more than a half million dollars. Final judgments 
in penalty cases during the last fiscal year totaled more than the 
entire cost of the Division of Compliance. 


COURT WORK 


Every person against whom the Commission enters an order to 
cease and desist has a right by statute to file an appeal with one of the 
United States courts of appeals and secure a review by the court of the 
proceeding before the Commission. This creates difficult legal work 
over which the Commission has no ‘volume’ control. At the 
beginning of this fiscal year 32 of these appellate cases were pending 
in the courts, and at the end of December 1951 the number had in- 
creased to 42. Among these cases are very: complicated price-fixing 
proceedings with numerous parties and important cases of violation 
of the Robinson-Patman Act. The Commission has had to increase 
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the staff in the Appellate Division assigned to handle this essential 
work, for the most part reassigning attorneys from other functions 
in the Commission. No decrease in this work is anticipated for 1953; 
any change will very likely be in the other direction and require still 
further appellate work, 


SALARIES AND EXPENSES 
COMPARATIVE SUMMARY OF FUNDS 
Mr. Tuomas. At this point in the record we will insert the table 
on page 3 and follow that with the table on page 4 and also the table 
on page 5. 
(The matter above referred to is as follows:) 


SALARIES AND EXPENSES 


Comparative summary of funds by functions 





Allotment, fiscal Requested, fiscal = a 
year 1952 year 1953 Increase or decrease¢ 





| Posi- | | Posi- Posi- 
| tions | Amount | tions Amount 








Autunonsesiy: | | 
Legal case work_.-._-.- Sakon 288 | $1,771, 215 | 
Economic and financial | reports. EO 49 | 276, 325 | 
Export trade___- ‘+ 7 | 54, 735 | 

Antideceptive practices: 
Legal case work , y 272, 430 
Trade practice conference ____-_---- 38 | 957, 305 | 
Wool and fur labeling 
Trade-marks and insurance. : 

Administration 308, 305, 025 |. 











720 | 14,314,000 | | 2 4,367, 000 parr —52, 600 





4 Includes $100,000 supplemental appropriation for partial year 1952. 
3 Includes additional $50,000 to bring 1952 partial year supplemental to annual basis. 


Comparative summary of funds by objects 





Estimate, Estimate, Increase, 
952 6 1953 





01 Personal services } 3, 976, 8 MM, .~ a4 $37, 600 
02 Travel -| 5 

03 ‘Transportation of things. ..........--..----.-------------- | j “T 500 

04 a ENGL MENWOONE, 2 oo cnn duccosccnpusamedeiemened 5 23. 000 

Rents and utility services | 10, 000 

06 Printing and reproduction -...........--..-.-.-.---------- 3: 35, 000 

Other contractual services J 12, 500 

Services performed by other age ncies y 24, 500 

08 Supplies and materials a ; 40, 400 

09 Equipment _---- , 16, 000 











ESE TERRE SE Lee = | 4, 314, 400 4, 367, 000 
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Mr. Tuomas. The table on page 5 is quite complete. I notice in 
your justifications you state you have 720 positions in 1952, and you 
are asking for the same number in 1953. 

Mr. Sprnaarn. Yes, sir. 


APPROPRIATION REQUEST 


Mr. Tuomas. And your total budget for 1953 is $4,367,000 as 
against $4,314,400 for 1952, which means an increase of $52, 600 for 
1953. 

Mr. Sprncarn. Actually, because the 1953 figure iuiiaded our 
within-grade promotions, the total appropriation for 1953, although 
on its face $52,600 more than the 1952 appropriation, is actually 
$89,000 less as far as the operating level is concerned; because we are 
assimilating within-grade promotions that will occur in this coming 
fiscal year and also we are assimilating the alleged saving we are 
supposed to make out of the new leave act, which I think for the first 
year or two at least will be more nominal than actual. 


PAY ACT COST 


Mr. THomas. How much were your pay act costs in dollars and 
cents? 

Mr. SprnGarRN. $274,000. 

Mr. GLENDENING. That was the amount allowed. The actual 
cost was $331,000. The amount allowed was $274,000. 

Mr. THomas. What do you mean by ‘‘the amount allowed’’? 

Mr. GLENDENING. The amount the Bureau of the Budget allowed 


us. 

Mr. Tuomas. In other words, you absorb the difference between 
$331,000 and $274,000, is that right? 

Mr. GLENDENING. That is correct. 

Mr. Sprncarn. That, I should say, is an anticipated appropriation. 
We have not yet gotten it. 

Mr. Tuomas. In other words, you will be back here for a deficiency 
in the sum of $274,000? 

Mr. Sprncarn. That is my understanding of the situation. 

Mr. Tuomas. I wonder why the Bureau of the Budget did not put 
all of those items in the present justification. 

Mr. GLEeNDENING. They are putting them in a consolidated bill. 
It is my understanding the consolidated bill will be submitted to 
Congress subsequently. 

Mr. Tuomas. As a matter of fact, your increase for 1953 over 1952 
$52,600, plus the increase of $274,000, will make a $326,600 increase 
for 1953 over 1952. Correct? 

Mr. GLENDENING. No, sir, because the 1952 pay increase will also 
be included in 1953. So the actual increase is only $52,600. 

Mr. Tuomas. But you have not gotten the pay increase costs as 
yet, so that you will be back for $274,000. 

Mr. SprnGarn. We are optimistic enough to hope we are going to 
get, it. 

Mr. Tuomas. That is not the point. But siill there is an increase 
of $312,000 over last year. In other words, there is no reduction in 
personnel this year as compared with last year. 

Mr. Sprncarn. It is at the same level. 
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Mr. GLenpENING. There was a supplemental appropriation of 
$100,000 for antimerger work which raised the total in 1952, and it 
has been continued in 1953. 


“FUR LABELING ACT WORK 


Mr. Tuomas. You have no increased duties in 1953 over 1952 except 
the Fur Labeling Act. 

Mr. Sprncarn. That is correct. 

Mr. Tuomas. I notice you have no funds and are not requesting 
any funds for that act. What are you doing in that respect? 

Mr. Spincarn. Of course, we had hoped to get some funds for it. 
As I remember, we had asked the Budget to approve $75,000 for fiscal 
1953, but that item was eliminated. That function, as you probably 
know, is very similar to the Wool Labeling Act—in fact, the Fur Act 
was patterned after that—a Truth-in-Fabrics Act, to make sure that 
the consumer gets what he thinks he is getting; so that in the case of 
furs, the lady buying dyed skunk will realize she is getting that and is 
not left with the impression she is getting some bargain in mink. We 
are going to have to thin out the Wool Act appropriation and simply 
absorb the work under the new Fur Labeling Act into the Wool Act 
enforcement. 

PERSONAL SERVICES 


Mr. Tuomas. Your activities are divided roughly into seven divi- 
sions. I notice the Bureau of Antimonopoly has 171 employees—no 
decrease for 1953; the Bureau of Antideceptive Practices has 161 and 
the same for 1953; the Bureau of Industrial Economics has 83 and the 
same for 1953; the Bureau of Industry Cooperation has 43 for 1952 
and the same for 1953. 


BUREAU OF INDUSTRY COOPERATION 


How is that Bureau doing, what is that workload, what do you 
anticipate in 1953? 

Mr. Sprncarn. During 1952, I think we actually issued eight new 
rules. 

Mr. Horton. Nine. 

Mr. Sprncarn. And revised a great many. 

Mr. Horron. As indicated, during the last fiscal year the Com- 
mission promulgated nine sets of rules to various industries. During 
the first half of this fiscal year, we have prepared and submitted to 
the Commission 10 sets of rules, 3 of which have been promulgated, 
t have been approved, and 3 are still pending before the Commission 
for its consideration and approval. We have pending, I believe, 31 
applications for trade-practice rules, and we are now operating in 
certain very important fields, such as the radio and television industry. 
There are many vexatious problems involved in advertising and selling 
television sets and appliances, and we deem it most important that 
out of all this confusion and misrepresentation and misunderstanding 
the Commission promulgate a set of rules that will protect not only 
the members of the industry but also the consuming public in the 
purchase of television sets. 

Another important set of rules which has been approved by the 
Commission but not yet promulgated is that for the grocery industry. 
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I think you gentlemen can understand what a tremendous industry 
that is and what a constructive piece of work the Commission can do 
in assisting the industry to observe the law. 

It has been my observation that the average businessman, con- 
fronted as he is today with multitudinous legislative enactments 
under which he is compelled to operate, is seeking every possible means 
to inform himself as to what the law is so that he may observe it, 
and he certainly does not want to acquire additional headaches in his 
effort to comply with the law. I think this system of establishing and 
promulgating rules is enabling members of the industry to understand 
what the law is, cooperate with the Commission in its observance and, 
through our system of voluntary compliance, obtain widespread 
observance of the law in the various industries. 

I think there are approximately 175 sets of rules which are now in 
existence, and the rules which I speak about, the 10, are with respect 
to the cosmetic industry, the floor machinery industry, the gladiolus 
bulb industry. The latter may seem an insignificant industry, but 
if you realized the misrepresentation and fraud that has allegedly 
been practiced in that industry, vou would understand what a con- 
structive piece of work the Commission has accomplished. 

Mr. Puruuires. What is that industry? 

Mr. Horron. The gladiolus bulb industry. That is quite an 
industry in the United States. The others are the grocery industry, 
the narrow fabrics industry, the public refrigeration industry, and the 
rayon industry. The rayon-acetate rules now require the acetate 
type to be designated, advertised, and labeled as acetate. There is 
a distinet difference between regenerated cellulose, now designated 
rayon, and cellulose acetate, and the Commission has revised the 
rules so as to allow the regenerated product to be sold as rayon and 
cellulose acetate to be designated as ‘‘acetate.”’ 

Under conference proceedings we had 68 witnesses. All favored a 
change in the rules so that the public might be informed, and industry 
has now undertaken a wide program of information and education 
among schools of home economics, the public, and various trade fields 
that will place the public on notice as to what they are getting. 

Another is the paper box industry and the natural and cultured 
simulated pearl industry. 

While these things offhand may seem insignificant, there was great 
misrepresentation and even actual fraud in the advertisement and 
sale of pearls. We have so set up those rules that members of the 
industry may be completely informed as to how they can sell, advertise, 
and represent pearls. 

Another is the sunglass industry. 

Mr. Tuomas. The way you are talking, you ought to be over in 
the Bureau of Antideceptive Practices. We have been encouraging 
this bureau to get business people in there and get voluntary agree- 
ments. Are you over in the Bureau of Antideceptive Practices now 
or not? 

Mr. Horton. No. I am in the Bureau of Industry Cooperation. 
That is under the Bureau of Industry Cooperation. 

Mr. Tuomas. You mean they all overlap? 

Mr. Horton. No; we endeavor to handle our work on an industry- 
wide basis. The Bureau of Antideceptive Practices ordinarily pro- 
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ceeds by the case method. We do not use the case method, but con- 
sider all practices within an industry. 

Mr. Tuomas. Of course, if you took an industry and straightened 
out the entire industry, it would not be necessary to institute cases. 


BUREAU OF ANTIDECEPTIVE PRACTICES 


At this point in the record we will insert the table at the top of 
page 25 under “Bureau of Antideceptive Practices,” showing they 
have 161 employees for 1952 and the same number for 1953, at a cost 
in 1952 of $1,048,300 and at an estimated cost for 1953 of $1,042,025. 

(The matter above referred to is as follows:) 

| 


| Allotment fiscal | Requested fiscal 
year 1952 year 1953 | 





Decrease 
' 


Positions | Amount | Positions | Amount | Positions | Amount 
| 


1 
Office of Director = ¥ < 4; $19,015 4 i eS ee —$190 
Divisions: | 
Litigation _._..-- * | 26 | 185,300 | 26 | 184,740 } — 560 
Investigation : | 85 | 473,390 | 5 | 469,475 |} —3, 916 
Wool and Fur Labeling 40 | 232, 605 | | 230,910 | | —1,695 
Medical and Chemical Opinions Peeled 6 ial 4, 990 } 6) 45, 075 } 85 


Total personal services_.......---.--| 161 955, 300 | 161 019, 025 
Travel and other expenses... -....--------|----------| 98,000 |...--- 3, 000 | 


161 1, 048, 300 | 161 |1, 042, 025 

Mr. Tuomas. I notice ‘thee language in the justification for this 
division that your workload of statistics for 1951 and case work for 
fiscal year 1951, and as set out on page 27, you show complaints issued, 
80; orders closing case, 7; orders dismissing case, 26; findings, orders 
to cease and desist, 98; hearings, 287 ; briefs filed, 35; motions, answers 
and appeals, 50; and submitted for final disposition on the record, 40. 

When vou analyze this it does not mean much, does it? It appears 
you had hearings in 287 cases, and you issued 80 complaints out of the 
287 in which you had hearings; you closed 7 cases. You do not give 
the figure of how many cases were pending. You had hearings on 
287; you do not say how many were wound up, unless those orders 
closing cases, 7, means that 7 were wound up out of 287 hearings. 





CASES INVOLVING CIGARETTE ADVERTISING 


I listened to the radio last night for awhile, and every time I turned 
it on there were the cigarette advertising people, and of all the wild 
advertising that was ever on radio, theirs is the worst. Just what does 
the Commission do about that? 

Mr. Sprncarn. Well, we have had quite a number of cigarette 
cases. We have issued orders against Camel, Lucky Strike, and Old 
Gold. Those are the three major ones. Part of the problem, of 
course, is that one of the orders is still under review in the courts, and 
while that review takes place that company may continue its old 
advertising. 

Mr. Tuomas. How much money did you spend last year on the 
investigation of cigarettes and tobacco advertising? Could you tell 
me the amount? 
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Mr. Wairexey. I could not. The investigation of these cases has 
been completed. The Commission has disposed of three of them, 
after they had been completely investigated, tried, and argued. There 
is one still pending. That is the Philip Morris case: That has not 
yet reached the Commission. But during the last year there were no 
investigations made in any of those cases, That had already been 
completed several years ago. 

Mr. TxHomas. How long ago was it completed? 

Mr. Wuire.ey. Several years ago. 

Mr. Tuomas. What is the status now? 

Mr. Wuite.ey. The Commission has issued cease and desist orders 
in three. In two of them, the Circuit Court of Appeals for the Fourth 
Circuit and the Seventh Circuit have affirmed the Commission’s orders. 
In the third case, the American Tobacco Co., that is pending in court 
and our understanding is that in that case the company may abandon 
its appeal; so we may get a court decision shortly. 

Mr. Yares. What does the order require—to cease and desist from 
doing what? 

Mr. Wurretey. To cease and desist their representing that any 
of those four leading brands are any less irritating than any others. 
That may seem tremendously simple, but that has been the burden 
of most advertising for years. Each one says ‘This is milder for your 
throat.’’ It was a tremendous undertaking—the extent of the scien- 
tific testimony we had to procure in order to show the falsity of that. 
But the courts have upheld our findings that there is no significant 
difference in the irritating qualities of any of those major cigarettes 
over any other one. 

They have now stopped that, and you may notice they do not say 


they are milder, but they just say they are mild; they are kind to you, 
and so forth—much of which we are not able to reach. 

I would like to read just a short paragraph from the decision of the 
circuit court of appeals in the Reynolds case involving Camel cigar- 
ettes. The court says: 


We have read al] the expert testimony offered before the Commission by both 
parties and we are much impressed with the qualifications and learning exbibited 
in the testimony of the medical, scientific and other expert witnesses. Contrary 
to what is so often our experience in considering the, testimony of expert witnesses, 
we found a perusal of their testimony quite interesting. This is so becauce it 
deals with a subject which is of almost universal interest, that is, the effect which 
the use of tobacco, and particularly the smoking of cigarettes, has upon the human 
system, As might be expected, there is consicerable contrariety of opinion, but 
there is scarcely any dispute on this record but that in general it has a deleterious 
effect, the extent of which is dependent upon the number of cigarettes smoked 
and, to a lesser extent perhaps, upon the physique and condition of the smoker. 


There is a good deal more in that opinion. 

Mr. THomas. What happened? 

Mr. Wurretey. Well, the American people are given the informa- 
tion about this, and these false claims are exposed. 

Mr. Tuomas. I have not noticed any diminution in the claims they 
put out over the radio. Generally the sum and a substance of it is 
that it is the greatest thing that happened to mankind in the last 
50 vears; it is kind to your throat, and so forth. You have not stopped 
that. 

Mr. Wutretey. No. Ido not anticipate we will stop that. I have 
a son who smokes more than he should. I have tried to stop him, but 
I cannot. All we can do is to give the public the real facts. 
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Mr. Tuomas. I am talking about the bunk that comes in over the 
radio, 

Mr. Sprncarn. Might I say this? ‘We have made some progress. 
We have made honest men out of Old Gold. 

Mr. Yates. You require them to cease and desist. Can you require 
them to do a positive thing by way of statement in their advertising? 

Mr. Sprncarn. That is one difficulty. We have limited power. 
We cannot require affirmative representations in respect to their 
advertising. But take Old Gold: we have an order against them. 
1 do not know whether you follow their advertising, but it is pretty 
clean. They say ‘‘We are tobacco men, not medicine men. Smoke 
Old Gold for a treat instead of a treatment.” In other words, they 
rib this medical advertising of their competitors, which I think is 
rather clever. 

I do not say we will ever completely wind this thing up, because 
these outfits have tremendous advertising volume, and they place 
great value on that kind of thing, that their product is less this or that 
than any other cigarette. 

Mr. Tuomas. As far as the record is concerned, it is about as bare 
as when you started. We would like to know what the Commission 
has done; what have been your results. Are you stymied by the 
courts? Have you completed your investigations, or are you still 
making an investigation? Tell us something about it. 

Mr. Wurretey. You mean in this particular case? 

Mr. Tuomas. No; the tobacco cases generally. 

Mr. Wuiretey. I would like to submit one or two cases—— 

Mr. Tuomas. The radio programs and what we hear over the 
radio today about cigarettes is the same as originally. 

Mr. Wurrexey. We have stopped them from making a good many 
false representations. We cannot stop them from praising their 
cigarettes or saying things that are not demonstrably false, but we do 
feel we have accomplished a great deal in cleaning up much of that 
advertising. 

If I may, I would like to cite one or two cases in which we have 
accomplished something very definite for the good of the public. 


OTHER ANTIDECEPTIVE PRACTICE CASES 


There was a product which was widely advertised for the use of 
rheumatism and arthritis. It consisted of salicylates, which form 
the basis of aspirin, except that, by virtue of these misleading claims 
they made, they were able to sell their product for six times the price 
of aspirin. When you realize there are 7 million people suffering from 
rheumatism and arthritis or kindred ailments, you can realize the 
extent of the market those people had. They got literally millions of 
dollars for a product that was nothing but aspirin as far as the effect 
upon the human system was concerned. We went into court and 
got an injunction against them. We not only got an injunction, 
which will rest upon them until our case is completed and goes to 
court and is made definite and final by the court; but we also went into 
criminal court, and they were fined criminally. 

I submit that as one of the things that are definite that we have been 
able to accomplish. We have, in a number of cases involving sewing 
machines made in Japan of cheap material, required the respondents 
to disclose the fact of foreign manufacture. 
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CASES INVOLVING CIGARETTE ADVERTISING 


Mr. Tuomas. How much money has the Commission spent in the 
last 5 years on the enforcement of antideceptive practices incident to 
the various cigarette companies and the rest of the cases? 

Mr. Wuatretrey. You mean in the trial of these cases? 

Mr. Tuomas. In every aspect of it—collecting information and 
economic data and so forth. What would be a reasonable guess? 

Mr. Wuire.ey. The cost of our cases is not kept separately. We 
have had a great many cases pending during this period. 

Mr. Tuomas. What would be a reasonable guess? 

Mr. Wurre.ey. I would not like to guess. 

Mr. THomas. $1,000,000? 

Mr. Waite ey. Oh, no; nothing like that. 

Mr. Tuomas. How much? 

Mr. Wuitevey. I would hate to attempt to guess. 

Mr. Tuomas. Well, you seemed to know ah quick when I said 
$1,000,000. What is your figure? 

Mr. Wuiretey. I said not $1,000,000, because $1,000,000 is the 
amount we have had to spend in the whole field of antideceptive 
practices per annum for the last several years, and those major cigar- 
ette cases are only four out of hundreds. 

Mr. Tuomas. Would it be $150,000? 

Mr. Wuiretey. I would not think so. I would say maybe they 
have cost. us $10,000 or $20,000 apiece; that is, those four major 
companies. 

Mr. Tuomas. Whatever the amount of money involved, it is just 
that amount of money thrown out the window for all the good it 
does. 

Mr. Wurretey. I do not think so. 

Mr. Tuomas. You do not think so? 

Mr. Wuire ry. No, sir. I think we have stopped a good many of 
their false representations, and if people cared to read—— 

Mr. Tuomas. Which ones have you stopped? 

Mr. Wutre.ny. We have stopped Old Gold; we have stopped the 
Reynolds Co., and have issued a cease and desist order against certain 
Lucky Strike advertising. 

Mr. Tuomas. What did they say that you stopped? 

Mr. Wurre.ey. They said there were less irritants in their ciga- 
rettes than in others and that theirs were less harmful to the throat 
than any other cigarette widely advertised. They cannot say that 
any more. 

Mr. Anprews. “Not a cough in a carload.” 

Mr. Wuirevey. That was the original slogan of Old Gold. 

Mr. Anprews. Have they stopped that? 

Mr. Wuire.ry. They have stopped that; yes, sir. 

Mr. THomas. When you get through listening to the entire program, 
if you doubt it, listen to some of them. 

Mr. GLENDENING. I think Old Gold says “We are tobacco men; not 
medicine men.” 

Mr. Tuomas. I notice the Old Gold people say now “We are not 
medicine men; we are tobacco men,” and I got a big kick out of that 
statement. I inferred the first time I heard it they were slapping some 
of their competitors. 

Mr. SpinGarn. Yes 
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Mr. Tuomas. But is it not fraudulent on its face when they throw 
in a medical claim generally, regardless of the variation of it? 

Mr. SprncGarn. Our tests show there is no substantial difference 
from a medical standpoint between any two brands of cigarettes. 

Mr. Tuomas. But you cannot get an injunction in those broad 
terms? 

Mr. SprnGarn. I would like to ask Mr. Wright to say a few words 
about what the situation is in respect t following up orders in the 
cigarette cases. 

Mr. Wricut. Mr. Chairman, on this last point you raised of a 
broad injunction requiring them to tell the truth, we tried that in the 
Reynolds case. They had used hundreds of different types of testi- 
monials that had these types of false statements, and our order literally 
required them in using testimonials to tell the truth. The court 
modified our order and said we did not have the power to go that far, 
In other words, all we can stop them from doing is what they have 
done in the past. We cannot issue a general injunction forbidding 
use of any false statement. 


DAMAGES FOR VIOLATING COMMISSION'S ORDERS 


Mr. Yates. What about damages? Are you entitled to claim 
damages? 

Mr. Wricut. We can bring no actioh for penalties unless they 
violate a final order of the Commission. We have affirmances on the 
Old Gold and the Reynolds cases, and we expect to have another in 
the very near future in the Lucky Strike case. Should they violate 
any of those outstanding orders, then we can either go into the court 
of appeals, which affirmed them, and ask them for a criminal penalty 
for contempt, or we can certify the facts to the Attorney General for 
a civil penalty in the district courts. 

There is one thing about these cigarette companies which is im- 
portant. Ordinarily you get into this type of case where you have 
almost a palpably false statement as the subject of the complaint, 
and you can expect to wind up the proceeding in a hurry. Here we 
find that the companies have spent from a quarter of a million dollars 
to a half million dollars in clinical tests in order to get support for 
these claims. 

We know that when four cigarette companies are each saying that 
their cigarette is much less irritating and less harmful than the others, 
at least three of them have to be telling a lie. Despite that, we find 
months.of scientific evidence and clinical tests and so forth put in the 
record by the companies in support of their claims. There is nothing 
the Commission can do except to try to rebut and override that with 
contrary testimony. That is what makes these cases so difficult. But 
we have cured the Old Gold situation except in one respect, and there 
we have recommended a further proceeding, because they thought of 
something new on one of their other brands which just was not cured 
by the order, and it was not anything we could cover in the order. 


EXPORT TRADE 


Mr. Tuomas. I notice on page 3 of your justifications you have an 
item for “Export Trade.” That was the old Webb-Pomerene Act 
section. 

Mr. SprnGarn. Yes. 
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PERSONAL SERVICES 


Mr. Tuomas. You have seven employees there costing $54,000 for 
1953, as against $54,735 for 1952. I have my doubts as to the value 
of that $54,000. I am confused as to that amount, because on page 
24 of the justifications I recall that that Bureau is said to cost, instead 
of $54,000, about $87,000. [Reading:] 

It is believed that the Bureau will require a minimum of $84,700 for travel 
expenses and witness fees, and a minimum of $3,000 for reporting and other 
incidential expenses. 

That makes a total cost of $87,700, but as set out here on page 3 
the cost is $54,000. 

Mr. Sprncarn. First of all, let me answer your last question. 

That $84,700 and the $3,000 which you refer to is for the whole 
Bureau of Antimonopoly, of which this is one division having only 
six employees. That should not be applied to the Export Trade 
Division. 

Mr. Tuomas. What is the correct figure for the Export Trade 
Division? Is it $54,000? 

Mr. Sprncarn. That is right; the figure you originally stated. 


WORK PROGRAM 


Mr. THomas. What is the work program now for the Division of 
Export Trade? That goes back to the old Webb-Pomerene Act? 

Mr. Spinearn. It goes back to the old Webb-Pomerene Act of 1918. 

Mr. Tuomas. What do they do? 

Mr. Sprngarn. They handle the export trade associations. 

The Webb-Pomerene Act, as you remember, created a sort of 
exemption from the antitrust laws for the American export trade 
associations, so that they could compete effectively in foreign coun- 
tries where they did not have antitrust laws; but there was not to be 
any activity in this country to restrict domestic competition. This 
Bureau was set up to supervise those associations, of which there are 
44 at present. 

Mr. Tuomas. Let me read your justifications: 

The work program in the Division of Export Trade will follow the pattern of 
the fiscal year 1952. In addition, all of the export trade associations will be 
visited— 

That means, since you have 44, that you will visit all 44 of them? 
Mr. SprncarRn. Yes. . 
Mr. Tuomas (reading) : ‘ 

At least once during the year, and their activities checked to ascertain if they are 

operating in accordance with the statute. The current war emergency may add 

greatly to the work of the Division, in that expanded Government export controls 
and increased purchases of war supplies for shipment overseas will add to the 


importance of the function of these associations in channeling exports and pro- 
viding centralized sources of supply. 


It looks to me like the cold hard facts of the situation are diametrically 
the opposite of that, because before you can export anything from this 
country you have to go to the Department of Commerce, and there 
they have a division set up for export controls. They are supposed to 
screen everything that is exported. 

Where does this Division fit in for $54,000, during this war? 
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Mr. Spina@arn. Mr. Sheehy, would you make a statement on that? 
As I say, this is a function which is really an exemption from the 
antitrust acts. Whether the exemption is justified today or not I am 
not prepared to say because I haven’t studied the matter from that 
standpoint, but Congress passed the law and we have to enforce it. 

Mr. Tuomas. Do you not think it ought to be wound up for the 
fiscal year 1953, when we are fighting a war? It ought to be suspended. 
The Department of Commerce screens everything on earth, and pre- 
vents it from being shipped out of the country. The procurement 
divisions for the war agencies are buying critical materials all over the 
world at whatever prices they have to pay to get them, and making 
the best bargains they can. Whether they are doing a good job or a 
bad job is a matter of much conjecture now. 

The point is that we still have not gotten what we need. I cannot 
see where this Division fits in. 


TRAVEL 


Not only that, but there must be travel for these gentlemen in here. 
How much is that? I tried to find the amount last night in your justi- 
fications, but I could not find how much you are spending on travel 
for this Division. 

Mr. Sprncarn. That is not broken down. 

ex Tuomas. It is not in your justifications. If it is, I could not 
find it. 

Mr. Sprincarn. It is part of the Bureau of Antimonopoly’s travel 
appropriation. 

Mr. THomas. How much is it for this particular division, the 6 
people who are going to 44 trade associations? 

Mr. SpinGarn. It should not be considerable. 

Mr. GLENDENING. We estimate less than $1,000 there. 

Mr. Tuomas. This is $55,000 or $60,000 that we can save right here. 


SALARIES 


Mr, GLEeNDENING. The salaries for those people in that division, 
the six people in the division, only amount to about $45,000. 

Mr. THomas. What is the top salary? 

Mr. SprnGarn. $11,250. 

Mr. Tuomas. What is the next salary? 

Mr. GLENDENING. About $8,000. 

Mr. Tuomas. Certainly we can suspend that operation for the dura- 
tion of the war, can we not? 


NECESSITY FOR WORK 


Mr. Sprnearn. Well, first of all, let me say this, and then I would 
like to ask Mr. Sheehy, who is in charge of the bureau in which that 
division falls, to make a statement: This is a function which we are 
required to perform by statute. It seems to me we have a rather 
minimum force on it. If the statute were wiped out—which I am 
not recommending—that would be one thing; but so long as it is on 
the books I do not see how we can fail to enforce it. Mr. Sheehy? 

Mr. Sueeny. [| think that is the situation which confronts us, Mr. 
Chairman. We are keeping that Division down to a very minimum 
which will enable us to keep a check on these associations. 
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Mr. Tuomas. As well as I remember, it has been that for the last 
7 years. 

Mr. Sueeny. Very true. We have to keep a check on these plans 
they file with us, which they are obliged to file under the law. We 
have to require additional filings, where they have not given us the 
full information. We have to check their methods of operation. 

Mr. Tomas. But they cannot export anything until they get a 
clearance from the Department of Commerce. 

Mr. Sueeny. But it is still possible, through their associations, to 
discriminate against exporters who are_not members of their associa- 
tions. 

Mr. Tuomas. How? The Department of Commerce is screening 
everything which is exported from A to Z, regardless of which associa- 
tion a man belongs to, or regardless of the fact that he does not belong 
to any association. What is the importance of it now, during this 
war emergency? 

Mr. Sueeny. I believe that the organized group, with the power it 
has, can still discriminate against these men, even though they have 
their licenses to export. 

Mr. Sprncarn. Is this not true, Mr. Sheehy: That the Department 
of Commerce is screening these things for entirely different purposes? 
They are screening only to make sure that the materials which would 
be of benefit to Soviet Russia and its satellites do not get to them. 
Our screening is of an entirely different nature. 

Mr. Tuomas. All right; what is your screening? 


PURPOSE OF SCREENING 


Mr. Yates. What is the purpose of your screening? 

Mr. Spincarn. Our screening is to make sure that these foreign 
export trade associations, which are in the nature of cartels, or 
monopolies, if you like, are operating strictly overseas, and that there 
is no deleterious effect of their operations on the domestic markets. 

Mr. Yates. You do not have any control over foreign associations, 
do you? 

Mr. Sprncarn. Yes; these are American producers who are joined 
together in associations. 

Mr. Yares. In associations doing exporting? 

Mr. Sprncarn. Doing exporting business. 

Mr. Yates. What do you check? I appreciate the general state- 
ment you made, but can you give a specific example as to what you 
have done to prevent discrimination? 

Mr. Suereny. There are two major things, sir. The first is the 
investigation of things such as the export of fir plywood in the Pacific 
Forest Industries case, where the industry members who were not 
members of the association were discriminated against to the extent 
that they were practically unable to do business in foreign trade. 

Mr. Yates. In what respect? 

Mr. Suerny. By this group. 

Mr. Yates. How? 

Mr. SHerny. Mr. MacIntyre, will you give the facts on that case? 

Mr. MacIntyre. That case arose about 1940. It arose because 
there was a complaint from the west coast to the effect that the trade 
of an exporter who was not a member of the export association was 





123 


restrained by the agreement which had been entered into by the 
Plywood Exporters Association. 

Well, they contended, when the Commission first brought it to their 
attention, that that was permitted under the law, the Webb-Pomerene 
law; but after an investigation by the Commission, the Commission 
was able to show them through its findings that they violated the law, 
and that unless these exporters amended their agreement so that it 
would not operate against this west coast exporter, the matter would 
be referred to the Attorney General for prosecution, as provided for 
in the law. 

Mr. Yates. How had they discriminated against him? That is 
what I am trying to find out. 

Mr. Macintyre. By fixing the prices at which any American 
exporter could buy and by entering into agreements to prevent 
exporters from buying plywood for export except from the members 
of the association at the prices fixed by the group. 


NUMBER OF COMPLAINTS 


Mr. Tuomas. How many complaints did you have last year, for 
1952? 

Mr. MaclInryre. Of the exports? 

Mr. Tuomas. Yes. 

Mr. MacInryre. Well, the figure has just been stated. It is 44 
industries. 

Mr. Tuomas. How many complaints did you have? You check 
44 trade or export associations. How many complaints did you have? 

Mr. MacIntyre. There were no new cases, such as the plywood 
case, developed in that time, but this checking was carried on. 

On the question of checking, I would like to recall to your mind 
some history on that. Back in 1943 as the chairman rather correctly 
stated a few minutes ago, the Commission did increase this bureau, 
or did establish it as a division of six people. Up until that time it had 
had two. One of them was the present Assistant Chief of the Division. 

One reason the Commission did what it did on that occasion, to 
increase that force, was this: The law requires the Commission to 
make a study of every export association agreement. It was found 
that the two that they had on it had not been able to do as thorough 
a job as the Commission at that time felt should be done. Conse- 
quently in 1943 it increased its force by three additional attorneys, 
and, I think, one clerk. It now has six. 


NECESSITY OF WORK 


Mr. Tuomas. Do you not think we can get by with one attorney 
and one clerk during the rest of the war, for that item? That is just 
a rather frank question. 

Mr. Macintyre. Well, the Commission in 1943 felt that if we 
continued to do that——— 

Mr. Tuomas. I am talking about the present existing war circum- 
stances as of today. What is your answer? 

Mr. MacIntyre. If the Commission attempted to do what it was 
doing prior to 1943 I would say “‘Yes;” but it was not checking at 
that time the agreements in these offices of export associations, and 
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nobody else under the law has the responsibility for doing that. So 
_ a would be permitted to go without examination, | 
think. 

Mr. Epwarps. May I make one comment on that, Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Epwarps. The situation which led the Commission to enlarge 
this program to its present size was the discovery of several objection- 
able agreements between producers in acenel: export associations. 
The facts about those have been published in four or five of the 
Commission’s reports, having to do with phosphates, electrical 
apparatus, steel, and other industries. 

Because the previously existing system was not preventing the 
abuses which Congress disliked and prohibited by statute was the 
reason the staff was increased. 


TRAVEL 


Mr. Tuomas. Let us look at some of the other objects, gentlemen. 

You have a travel item here of $174,700 for 1952, and you want to 
increase that to $189,700, which is an increase of $15,000. 

I looked over your justification on travel here, which is quite 
meager. I notice for one thing that you have $5,000 set aside for 
the Office of the General Counsel on travel. 

How do you break down this travel? 

Mr. Sprncarn. Mr. Glendening, will you answer that? 

Mr. GLENDENING. The travel item is broken down in anticipation 
of the needs of the various bureaus. 

The travel item for the general counsel represents no increase, 
yet in one particular division of the General Counsel’s Office there 
has been a several hundred percent increase in the workload. That 
is in the work of the Division of Appellate Proceedings, where they 
must travel to the various sections of the country, wherever cases are 
filed in the courts, to defend those cases. We have no control over 
that. We must be there and must have men in those places at times 
designated by the courts. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. You have a printing and reproduction item of $35,000, 
which is the same as last vear. 

Mr. GLENDENING. Yes, sir. 

Mr. THomas. You set it out on page 71 here. 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. You have “Decisions, volume 45, completion of 
volume.” 

You also have “Monthly decisions” in the amount of $10,500. 

In addition you have “Court work” for $9,000. I do not under 
stand what all this means. 

Mr. GLENDENING. That is the printing of briefs which are required 
by the courts of appeals on cases that are filed in those courts. 
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PENDING CASES 


Mr. Tuomas. How many cases do you anticipate you will have 
pending in 1953? 

Mr. Wrieur. There were pending at the end of December, 42 appel- 
late cases in the court of appeals. 

Mr. Tuomas. How many do you anticipate you will have to file 
in 1952? 

Mr. Wricut. We do not anticipate any lessening of that appellate 
load. If there is any change it is likely to be upward. 

Mr. Sprncarn. Incidentally, as I remember it, that is about triple 
the number of cases we had pending at the end of 1951. 

Mr. Wricur. At the end of fiscal vear 1951 there were 32 appel- 
late cases. At the end of the calendar year there were 42. 

Mr. Sprncarn. I mean the previous year—1950. 

Mr. Wricurt. | do not recall. 

Mr. Sprncarn. As I remember it there were only 12 court cases 
pending at the end of fiscal 1950 and only 8 at the end of 1949. 


ECONOMIC REPORTS 


Mr. Tuomas. You have an item here under “‘Economic’”’ of “ Intro- 
duction of new products” in the amount of $2,500. 

You also have an item of “The position of nonintegrated metal 
producers” for $2,500. 

In addition there is also an item of “The concentration of steel con- 
sumption,” $500. 

Mr. GLEenpDENING. Those are the estimated costs for printing those 
economic reports. 

MONTHLY DECISIONS 


Mr. Tuomas. What are your monthly decisions? How many de- 
cisions did the Commission make last year? 

Mr. SprnGarn. There were 121 cease and desist orders last year; 
which, incidentally, | might mention, since that is probably our most 
significant legal product—the cease and desist order. That was a big 
increase over the previous year. There were only 79 in the previous 
year, and there were only 47 in the year before that, as I remember it. 

Mr. Tuomas. 121. Are those the only orders? 

Mr. Spincarn. No. The stipulations are also published. 

Mr. Tuomas. How many stipulations were there? 

Mr. Sprncarn. I think 157 was the number. 

Mr. Tuomas. How many copies of each one of these decisions do 
you make? 

Mr. GLENDENING. How many printed copies? 

Mr. Tuomas. Yes. 

Mr. GLENDENING. I think that we order for our own use some 
500 copies. We do no attempt to distribute them throughout the 
country. Z 

The number of copies, however, does not make much difference in 
the printing bill. We are required by statute to print the Commis- 
sion’s decisions and stipulations, and the costs are established by the 
Government Printing Office. 
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The Government Printing Office, through the Superintendent of 
Documents, sells these volumes to the public. 

Mr. Tomas. How much did you spend in 1951 for monthly de- 
cisions with the Printing Office? 

Mr. GLENDENING. For fiscal year 1951 it was a little more than 
$6,500. There was more than one volume. It is included in the 
columns there on the right. 


ANNUAL REPORT 


Mr. Tuomas. Why should your annual report cost $2,500 for print- 
ing alone? 

Mr. GLENDENING. I might say that the costs charged by the Gov- 
ernment Printing Office have gone up about 100 percent in the last 
2or3 years. That is the charge that they make to us for printing the 
annual report to Congress. 

Mr. Tuomas. How many copies of it do you have made? 

Mr. GLtenpvenina. I think we get some 1,000 copies of it for our 
own use. 

OTHER CONTRACTUAL SERVICES 


Mr. THomas. You have an item for “Other contractual services”’ 
here of $12,500. What are these other contractual services? 

Mr. GLENDENING. Where is that, sir? 

Mr. Tuomas. That is set out on the table on page 4. 

Mr. GLENDENING. Yes, sir. That $12,500 is included. 

Mr. Tuomas. I notice your justifications do not mention that item. 

Mr. GLENDENING. Part of that is the IBM machine rental for the 
Financial Reports Division, and charged to the cost of making the 
manufacturing financial reports. That is a constant item that has been 
in there year after year, ever since we have had the financial reports. 


SUPPLIES AND MATERIALS 


Mr. THomas. What is the story on your “Supplies and materials’”’ 
here, in the amount of $40,400? Your justifications say: 
Funds in the amount of $40,400 are requested for this item in 1953. This rep- 


resents no increase over the allocation in 1952. It will be noted that the expendi- 
tures for 1951 were $50,305. 


Mr. GLENDENING. It is estimated that there will necessarily be a 
reduction in 1952 and in 1953 for those items. 


EQUIPMENT 


Mr. Tuomas. You have an item of “‘Equipment’”’ here. There is 
$11,000 for library books and equipment. What is that $11,000 
going to buy? That should buy a whole lot of books. 

You also have miscellaneous equipment of $5,000. What is the 
miscellaneous equipment? 

Mr. GLENDENING. The miscellaneous equipment which is included 
there are briefcases and——- 

Mr. Tuomas. Desk trays? 

Mr. GLENDENING. Desk trays. 

Mr. THomas. Dictionaries? 
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Mr. GLENDENING. Small items. 

Mr. THomas. That should buy a lot of them, should it not? 

Mr. GLeNDENING. Not very much on today’s market, sir. 

Mr. Puiures. It is $16,000. 

Mr. Tuomas. How many dictionaries are you going to buy? 

Mr. GLENDENING. I do not know. 

Mr. Tuomas. You indicate it here. 

Mr. GLENDENING. There are usually about two or three dozen 
dictionaries bought every year, or at various times, as they are 
requisitioned out of the stockroom. 

Mr. Tuomas. What do you mean by the desk travs here? 

Mr. GLeNDENING. Those are mail trays—trays for incoming and 
outgoing mail. 

Mr. THomas. Small file cabinets. What is the life of a file cabinet? 

Mr. GLENDENING. I would not have any idea—probably 5 years or 
more. 

Mr. Tuomas. A metal file cabinet? I have some in my office, and 
if they are not 35 or 40 years old, they are not a day old. 

Mr, GLENDENING. But there is always the need for additional ones. 

Mr. Tomas. I can testify that some of them are 16 years old, 
because I have had them that long. 

Mr. GuienpeENING. There is always a need for additional ones, 
although we try to empty out as many as we can, to keep the files 
current. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Tuomas. What is this item here “Services performed by other 


agencies”? in the amount of $24,500? What are these services, and 
which agencies are supplying those services? 

Mr. GLENDENING. There is an item of $10,000 there for the 
National Bureau of Standards. 

Mr. Tuomas. Where is that in your justifications? 

Mr. GLEeNDENING. It is included in the work of the Bureau of 
Antideceptive Practices. 

Mr. Tuomas. Is it in vour justifications? 

Mr. GLENDENING. It is not specifically referred to but this identical 
item has been in our budget estimates for many years. 

Mr. Tuomas. I could not find it, and I looked a long time for that 
$24,500. That is alot of money 

Mr. GLenpDENING. That item of $10,000 is charged as a result of 
the work of the Bureau of Antideceptive Practices, and is charged 
in their cost. 

Mr. Tuomas. For the Bureau of Standards? 

Mr. GLENDENING. For the National Bureau of Standards. That is 
for tests conducted for us by the National Bureau of Standards to 
determine whether or not there is fraud or false statements in con- 
nection with advertised products. We use them for expert testimony 
in the hearing of cases in connection with false and misleading ad- 
vertising. 

Mr. Tuomas. What is an example? What is one item of that 
$10,000 that you paid the Bureau of Standards for? 

Mr. Wuiretry. One of the principal items of the last 2 or 3 vears, 
Mr. Chairman, has been a test made by them of additives that are 
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added to your gasoline in your automobile, which are supposed to 
give you greater mileage and more efficient performance, many o/{ 
which are not worth anything at all. We have to have very thoroug| 
tests made of them, in order to disprove their false claims. 

Mr. THomas. How much have you spent with the Bureau of 
Standards so far during the fiscal year 1952 for tests? 

Mr. Wuire.ey. I think we have spent in the last 5 or 6 years at 
the rate of what we are asking here, so we have spent probably hal! 
that much during the past 6 months. 

Mr. Tomas. I am talking about how much you have spent up to 
the present time, or any recent date in the fiscal year 1952, with the 
Bureau of Standards. 

Mr. GLENDENING. As a matter of fact, the billing for the Bureau 
of Standards in the fiscal year 1951 amounted to some $23,000, but 
they agreed that some of those items might well be borne by them, 
and they agreed to stand by the $10,000 transfer that we made to 
them in 1951. 

Mr. THomas. How much have you spent with them during the 
first 6 or 7 months of the fiscal year 1952? 

Mr. GLeNDENING. I have not yet received the billing for the first 
6 months of operations. I would estimate it would be around $4,000. 

Mr. Tuomas. Do you have an understanding with them that 
they are going to do all your work for $10,000 a year? Is that what 
we are to understand? 

Mr. GLENDENING. That was the arrangement for many years, 
that they would do all of our testing work for $10,000 a year, but about 
2 years ago they instituted a revised cost system in which they bill us 
for each particular item. 

Mr. Tuomas. What do they do with their own funds? 

Mr. GLENDENING. I beg your pardon? 

Mr. Tuomas. I wonder what the Bureau does with its own funds, 
and for what purpose the Bureau was set up. 

Mr. GLENDENING. They place the funds that they receive from the 
various agencies into a revolving fund which is used to finance the 
costs of the testing and research work accomplished. 

Mr. Tuomas. I guess $10,000 is going to be cut out. For what 
is the remainder of that $24,500? 

Mr. GLENDENING. There is $12,500 there for transfer to the 
Bureau of Old-Age and Survivors Insurance, for tabulations on the 
index of concentration work. That was discussed here at some length 
in the last 2 years. 

Mr. Puiiures. What do you have to do with the Bureau of Old Age 
and Survivors Insurance? 

Mr. Waurretrey. Mr. Chairman, with respect to your statement 
about cutting out of the appropriation our payments to the Bureau 
of Standards for tests made by them for us, and which they have been 
making for many years, that during the last war we called upon them 
to conduct tests showing that many of the antifreeze compounds 
which were on the market were actually destroying the engines of the 
automobiles. At the request of the War Industry Board we asked the 
Bureau of Standards to conduct those tests for us, and the tests cost 
thousands of dollars, but they saved the public literally many hundreds 
of thousands of dollars in protecting them against these compounds 
that were actually eating out and destroying their engines. 
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Mr. Tuomas. Those compounds are not now on the market? 

Mr. Wuire.rey. They may bob up any time, so we have to police 
that industry and be prepared to go after them should they resume 
such practices because there is a tremendous temptation there. When 
the real antifreeze compounds, the legitimate ones, are in short 
supply, there is a strong temptation to make money by using these 
harmful substitutes. 

Mr. Tuomas. What is the balance for? 

Mr. GLENDENING. There is only $2,000 additional there. That is 
the estimated annual cost of conducting tests by the Food and Drug 
Administration, on foods, drugs, and medicines. 

Mr. Tuomas. These agencies cannot do that work free? I mean, 
can they do it without a contribution? 

Mr. GLeNnDENING, They claim that they have their own regular 
work, and if they do the work for us they must have additional pay 
for it. 

That is true of the Food and Drug Administration and we have 
been told by the personnel in the National Bureau of Standards that 
the work actually performed by them for other agencies is supported 
by the agencies for which they do it. 

Mr. Tuomas. What about your Old-Age and Survivors Insurance? 
Spell that out again. For what is that? 

Mr. Epwarps. You will find the justification for that on page 59, 
in the discussion of reports on concentration. The last two sentences 
there read: 

Basic figures for a report on the concentration of employment are now being 
obtained by special tabulations of date, from the Bureau of the Census and the 
Bureegu of Old-Age end Survivors Insurance. They ere designed to. show, 
industry by industry, the degree of concentration of control over employment 
opportunities. 

On the last page of the justification for the Bureau of Industrial 
Economics, page 61, there appears the statement: 

The Commission expects also to continue its reporting upon the concentration 
of steel consumption and the concentration of employment by preparing reports 
thet follow up those scheduled for the current fiscal year. 

Mr. THomas. How many years have you made this contribution to 
the Bureau of Old-Age and Survivors Insurance? 

Mr. Epwarps. This year is the first year. It started in the spring, 
and it continued into the present fiscal year. It will appear in two 
fiscal year statements. 

Mr. SprinGarn. That is one of the reports, is it not, Dr. Edwards, 
that we plan to furnish Chairman Celler of the House Judiciary 
Committee in response to his request for further index of concentration 
figures? 

Mr. Epwarps. That is right. 

Mr. SprRINGARN. May I make a general statement? 

Mr. Tuomas. Is there any greater tendency in big industry rather 
than small industry not to use old folks? 

Mr. Epwarps. It is not a question of old folks. 

Mr. Spincarn. It is for general employment statistics. 

Mr. Epwarps. That agency, by virtue of its regular work, gets 
detailed figures on employment. 

Mr. Sprncarn. Total employment. 
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Mr. Epwarps. Industry by industry, company by company, plant 
by plant. Therefore, to find out about concentration, we can use 
the figures that have already been collected, combining them in a 
new way; and it just takes the cost of analyzing and compiling. 

Mr. Tuomas. What is the purpose of the study? 

Mr. Epwarps. To show to what extent the employment of differ- 
ent industries is concentrated in the large companies and to what 
extent it is in the smaller companies. That is perhaps the best 
measure of the trend of concentration, in successive years, because if 
you measure concentration by financial figures the change in price 
level has to be allowed for, and there is argument about how to do it. 
It you measure employment, that is more or less independent of price 
changes. 

Mr. Tuomas. It has nothing to do with age groups? 

Mr. Epwarps. No. Because the Bureau of Old-Age and Survivors 
Insurance have these other duties they collect the total employment 
figures that we want. 

Mr. Tuomas. Do the companies not voluntarily publish their 
employment figures? 

Mr. Epwarps. No, sir. Some companies do, but so many do not 
that we could not make the kind of estimate we want from the 
published figures. 

REQUESTED APPROPRIATIONS 


Mr. Anprews. What is your total request for appropriations this 
vear? 

Mr. SpINGARN. $4,367,000. 

Mr. Anprews. What was the total amount appropriated last year? 

Mr. Sprncarn. Well, the total amount appropriated last year, 
including an anticipated appropriation which the Budget has indi- 
cated that they will approve for the pay raise act, which the Congress 
passed last year—— 

Mr. Anprews. That is $274,000? 

Mr. Sprncarn. Including that $274,000, the total was $4,314,400; 
or it will be, we expect. 

Mr. Anprews. Is that $274,000 included? 

Mr. Sprncarn. That is included in that figure I gave you. That is 
$52,600 more than last year, but in the 1953 figure we have to assimi- 
late in-grade promotions, and make an adjustment for this new leave 
act. 

Mr. Anprews. That is all. 


DEFENSE WORK 


Mr. Yates. Is any portion of your antimonopoly work and _ in- 
vestigations being devoted to the civilian economy, as opposed to the 
defense effort; or is it all going to supervise defense industries? 

Mr. Sprncarn. The Antimonopoly, you say? Well, it is devoted 
to both, you understand. 

Mr. Yates. I see. 

Mr. SpincGarn. But we are trying to screen our cases so that we 
will give priority to those cases and to those situations where there 1s 
an impact on the defense mobilization. We are covering both, but 
we are trying to give priority to defense cases. 
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WORK OF DEPARTMENT OF JUSTICE 


Mr. Yates. What is your relationship to the Antimonopoly 
Section of the Department of Justice? 1 would like to have that 
information particularly with respect to enforcement. 

Mr. Sprncarn. Particularly with respect to enforcement. 

First of all, let me say this: Of course, the Department of Justice 
enforces the Sherman Act, with which you are familiar, and which we 
do not deal with. They also have some coordinate jurisdiction on the 
Clayton Act. However, we have a permanent liaison with the De- 
partment of Justice, so that we advise them at all times on what we 
are working. They advise us on what they are working. In some 
cases, and in many cases our type of procedure is much more effective 
than their type, which involves, of course, going into a Federal court 
and prosecuting. 

Our administrative procedures, I think it is recognized, are more 
effective for certain types of cases. In any event, there is more than 
either one of the offices can handle. I do not think that there is any 
appreciable duplication. 

As a matter of fact, I would like to say this: The proposal has been 
made from time to time, and is being made right now, in an article 
by a lawyer-lobbyist who practices before the Commission, in a cur- 
rent law journal, that our antimonopoly work should be transferred 
to the Department of Justice; but the more objective authorities 
who have considered the matter do not agree. The Hoover Com- 
mission, which considered that matter specifically and at length, 
concluded that it was important and necessary that the antimonopoly 
work we do remain with the Federal Trade Commission. 

Mr. Yares. Do you ever have identical cases against the same 
company, one by the Department of Justice and one by the Federal 
Trade Commission; or do you generally let the other continue alone? 

Mr. Sprncarn. No; we would not have an exactly identical case. 
If they were going to handle it, we would step out of the picture. If 
we were going to handle it, the reverse would be true. 

Mr. Yares. The reason for my question is that I know of one case 
in the radiant color industry, where there is a suit pending in the State 
of California against an Ohio company by the Department of Justice, 
for an injunction. I understand there was also a complaint filed with 
the Federal Trade Commission, predicated upon antimonopolistic 
practices. 

Mr. Sprncarn. That is, that the Trade Commission issued an 
order? 

Mr. Yates. No. A complaint was filed for the purpose of obtaining 
an order from the Trade Commission, for a cease and desist order to 
restrain the operation. 

Mr. Spincarn. What was the name of that case? 

Mr. Yares. I think the name of the company was Switzer Bros. 

Mr. MacInryre. May I comment on that sort of problem? 

Mr. Yares. Yes. 

Mr. MacInryre. Of course, frequently businessmen who have 
been injured will complain to both places. 

Mr. Yates. That is right. I wondered what happens in those 
cases. 





. 

Mr. MacIntyre. The way that is handled is this: There is a liaison 
which is handled by one man in the Trade Commission, with one man 
in the Antitrust Division. Through that liaison there is an avoidance 
of duplication in the handling of complaints even though they do come 
in from the same businessman to the two agencies. I know of only 
one instance where the Department of Justice picked up a case which 
the Trade Commission handled previously. I know of no instance 
where the Trade Commission has taken similar action. All down the 
history of the two agencies, out of the thousands of cases handled, 
duplication has been avoided almost entirely. 


MERGERS 


Mr. Sueeny. I think, Mr. Congressman, the matter you referred 
to is a proposed merger in that field. 

Mr. Yates. No. 

Mr. Sueeuy. There was one in that field. 

Mr. Yates. No. This is a question of threatening customers with 
patent litigation, when they did not own the patents, as I understand 
it. They were trying to prevent competition from other companies 
in the particular field. 

Mr. Sueeny. I have no recollection of that. 

Mr. Sprncarn. It is perfectly possible that an application for a 
complaint and order was made to the Commission, but from the fact 
that both of the Commission men who would have been aware of it 
do not know about it it is apparent that nothing in the nature of 
duplicatory work occurred in that case. 

Mr. Yarrs. With regard to the section 7 amendment passed by 
the Congress in 1950, how does the Commission determine the differ- 
ence between a bona fide merger and an evil merger? 

Mr. Spincarn. Do you want to comment on that, Mr. Sheehy? 

Mr. Surseny. It is a matter of studying the elements affecting the 
lessening of competition in the indust*y, among the suppliers, and 
among the companies through whom they do business. On the basis 
of an over-all study of that, which is initiated first in our Economic 
Section, and later followed up with field: investigation, if the case 
warrants that type of treatment, on our legal side, a determination is 
made as to whether or not there is a substantial lessening of competition. 

Mr. Yares. In other words, all mergers are not per se evil? 

Mr. Sueeny. No; on the contrary, I would say that the majority of 
them would not present matters that the Commission would be 
particularly interested in. 


INDUSTRIAL FINANCIAL REPORTS 


Mr. Yares. With respect to the corporate reports which are mailed 
out to some 10,000 or 15,000 businesses, why does not the Commission 
make a charge for those? 

Mr. Sprincarn. Let me say this, and then I will check with Dr. 
Edwards, who handles that work. We get the information from the 
businessmen. In other words, they are required to fill out reports 
and send them to us; and, in view of the fact, particularly, that this is a 
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fairly new program, we want their cooperation. We think it rather 
reasonable that the businessman should get a copy of the report that 
has been prepared partially on the basis of information that he has 
furnished. Does that cover it? 

Mr. Epwarps. Yes; that substantially covers it. The accompany- 
ing letter of explanation of this program which goes out to the business- 
man asking him to cooperate with us contains a statement that if he 
wants a copy of the report, if he will send in his name saying that he 
wants it, he can have it. That is how these mailing lists accumulate. 
At first glance many businessmen do not realize how easily it can be 
filled out. When they bring their problem to us, we explain it to 
them and they are quite satisfied, but in my judgment it would cost 
us more in ill will and time spent in persuasion than we spend on free 
copies of the report if we asked them to furnish us information for this 
report and then charged them for a copy of it. 

Mr. Yates. What percentage of responses do you get to the total 
number of inquiries mailed out? 

Mr. Epwarps. The wholesale and retail reports are now being 
collected for the first time, and we are still in the process of following 
up the nonrespondents, but the latest figures I have examined showed 
responses of between 60 and 70 pefcent on those reports. 


CIGARETTE CASES 


Mr. Yarss. With respect to the cigarette cases that the chairman 
inquired about, are these the first cases that have been filed against 
the cigarette business? 

Mr. Wuiretey. I think the first case was filed in about 1942. 

Mr. Yares. Are these old cases or are they new? 

Mr. Wrieur. I think the bulk of these cases that are being decided 
by the courts are 5 or 6 years old in their origin, although they refer 
to matter currently important. There were many cigarette cases in 
prior days, other cigarette cases. 

Mr. Yates. I wondered just about how long it takes to complete 
a suit that is contested before the Commission. Is this the usual 
thing for cases to take this long? 

Mr. Wurre.ey. These particular cases involved a lot of scientific, 
medical, and chemical testimony. Complaints were issued during 
World War II. The witnesses who were qualified to testify in support 
of the Government’s allegations were very difficult to get. For 
many of them we had to wait months, and sometimes a year or 
longer, and for that reason and for other reasons connected with the 
war, engagements, and so forth, the cases took longer to try than 
they should have. 

Mr. Sprincarn. I would like to make a statement on that too, 
Mr. Yates. The Commission has been subjected to criticism in the 
past for the length of time it takes to try cases. We have tried very 
hard in the last couple of years to eliminate delaying factors. We 
reorganized our operations and procedures in 1950. We have estab- 
lished an initial decision procedure whereby the trial examiner issues 
a decision which becomes the decision of the Commission within 30 
days if not appealed or reviewed by the Commission on its own 
motion. We have also adopted a consent-settlement procedure. 
These new procedures which we have adopted are improving the 
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situation. We issued 121 cease-and-desist orders last year, but the 
year before we only issued 79, and the year before that we only issued 
47. The situation is improving; so, while I am a little skeptical about 
the value of any figures of that sort, it still shows a trend. Of course, 
the court aspect of it is a matter beyond our control. If a man 
appeals and the case goes to the Supreme Court, we have no contro! 
over that period of time. 


COMPLAINTS FILED AGAINST EXPORT-TRADE ASSOCIATIONS 


Mr. Yates. Were any complaints filed against associations operat- 
ing under the old Webb-Pomerene Act section? 
Mr. Sprncarn. I do not believe there were any. 


ANTIDECEPTIVE PRACTICES 


Mr. Yates. How is the public made aware of the antideceptive 
action taken by the Commission; for example, the testimony given 
on the solvents used in antifreeze? 

Mr. SprinGarn. By our cease-and-desist order, which contains find- 
ings and conclusions which summarize the facts in the case. 

Mr. Yates. Suppose I were to go éut and buy a can of antifreeze now, 
How would I know whether the Commission had taken any action 
on it? 

Mr. Sprncarn. You would not, of course; but that type of infor- 
mation gets a good deal of distribution in trade journals, and it is 
amazing how quickly it becomes known. Of course, they are pub- 
lished in the Federal Register and we publish our own orders, and they 
are published in all sorts of local periodicals, and the fact that these 
companies will spend thousands and thousands of dollars to contest a 
decision by the Federal Trade Commission is some indication that 
they feel it stigmatizes their product in the public mind for us to 
issue an order against them. Also, of course, we issue press releases 
on every order we issue. 

Mr. Yates. Under the act, are you entitled to proceed against 
dealers who deal in products that are subject to a cease-and-desist 
order, or does it apply only to manufacturers? 

Mr. Spincarn. No; we issue orders against dealers and manu- 
facturers. Of course, there would have to be an element of interstate 
commerce involved, but the courts have liberalized that side of it in 
recent years. 

Mr. Yares. | am still not satisfied that there is a sufficient effort 
to get to the public all of the information you people gather in order 
to really give the public protection. I wonder if anything is being 
done to implement that. 

Mr. Epwarps. | know personally of one or two teachers of home 
economics and one or two editors, who probably are representative of 
a great deal larger group, who follow the Commission’s orders and 
refer to them in their own work. 

Mr. SprnGarn. | would like to say that many organizations repre- 
senting labor and agriculture, and also the better-business bureaus, 
do a fine job of distributing that information to their groups. You 
will find that information in labor papers, and you will find it in 
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agricultural papers, and you will find it in the papers that the national 
better-business bureaus put out. I do not say that it is as widespread 
as it should be, but there is a lot of dissemination of that information. 


TRAVEL 


Mr. Puturps. [I am not sure that 1 understood the answer to the 
chairman’s question about the travel because of that export-trade 
item. He asked what the item was, for the travel costs of the Export 
Division or Section. 

Mr. Sprncarn. There was some confusion in his mind, and I will 
tell you why it was. Immediately following the statement about the 
work of the Export Trade Division there is a statement in our justifi- 
cation that is not separated, where we request $84,700 for travel. 
That does not refer to the little Division of Export Trade alone. It 
refers to the whole Bureau of Antimonopoly. 

Mr. Puruurps. Yes; I understood that. Then the chairman asked, 
immediately after that, how much of a general allowance was to be 
made for that. 

Mr. Sprnearn. Mr. Glendening, our budget officer, advises me 
probably in the neighborhood of $1,000. It is a very small item; we 
do not make a separate breakdown on that, Mr. Phillips. 


LIMITS OF JURISDICTION 


Mr. Putturps. I find it a little difficult to determine the limits of 
your jurisdiction. How do you get over into this matter of old-age 
and survivors standards? 

Mr. Sprngarn. We simply use their figures for economic reports 
that the Commission is charged with making to the Congress and 
the President and the public under the provisions of section 6 of the 
Federal Trade Commission Act. 

Mr. Puiuurps. You are charged with making a report on a subject 
that is under the jurisdiction of one or two other agencies? 

Mr. Sprincarn. No. That is from our standpoint merely raw ma- 
terial which has been collected by a different agency for an entirely 
different purpose. We get certain information from another agency 
and we analyze and tabulate that information for our purposes. 

Mr. Puiuurs. What are you trying to find? 

Mr. Spincarn. We are trying to find out whether or not there is 
an increase in economic concentration. There are quite a few ways 
of analyzing the trend of economic concentration. 

This is one way. 

Mr. Puiuures. In these specific industries? 

Mr. Spincarn. Yes, sir. 

Mr. Puituips. We are engaged in war. For technical reasons, it is 
not designated as a war, but it has all the other characteristics of it. 
The concentrations during the time of a defense emergency certainly 
are not normal. Therefore, it appears you are wasting your effort 
and the taxpayers’ money in gathering together a lot of figures at the 
present time which will not make a comparable basis for postwar or 
prewar conditions. 

Mr. Sprncarn. Well, Mr. Phillips, the problem is this: If the trend 
of economic concentration goes upward during this mobilization pe- 
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riod, then it may level off later at that point. We are likely to come 
out of this period, however long it lasts, with a greater degree of 
economic concentration, and the only way you can follow the trend 
accurately—and, if it is moving up, combat it intelligently—is to fol- 
low it at regular periodic intervals. 

Mr. Puiuures. I think that Mr. Foley’s agency, on the basis of 
demands for housing, would be a better source of information at the 
moment than the source to which you are referring. 

Mr. Yates. Information for what? 

Mr. Puitures. Concentration in industries. 

Mr. Sprncarn. You mean Raymond Foley, the Housing Adminis- 
trator? 

Mr. Puiturrs. Yes; or else I do not comprehend what you are 
doing. 

Mr. Epwarps. May I speak on that? 

Mr. Puitures. What you are after is large groups inside of industry? 

Mr. Spincarn. No; the total employment in industry. 

Mr. Epwarps. To know the total employment and how much of 
that employment is in the hands of a few of the largest companies. 

Mr. Puiuurps. Have you made any reports on that as yet? 

Mr. Epwarps. The first draft of a report is being prepared now. 

Mr. Puituips. Send me a copy when it is ready, and then maybe 
I can understand what it is you are trying to do, because at the 
moment it is not clear to me why this is in your jurisdiction. 

Mr. Spincarn. There are a lot of different ways in which you can 
measure the trend in economic concentration, and employment is one 
of those, and it is admittedly only one of those ways. 

[ cannot keep from thinking about something that Senator Benton 
told me a few months ago. He said when he was in England in 1943 
he talked to some of the Socialist leaders over there, and they told 
him that they were opposed to any antitrust laws and the reason why 
they were opposed to them was because they preferred to see monop- 
olistic concentrations in only three or four companies in each field 
because it was going to be much easier to take over and nationalize 
them when they came into power. 

Mr. Put.uips. That is an established principle in socialistic govern- 
ments. That was Hitler’s principle in 1935 when he was in power in 
Germany. 

Mr. Sprncarn. We follow the trend of concentration in these studies 
because we want to avoid that, and to do so one needs to know the 
danger points. 

Mr. Puiuures. Will you send a copy of your report to me? I will 
not take any more time now, but I am still not clear on that. 


STENOGRAPHIC 
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On pages 5 and 63 you make reference to the stenographic pool 
which is a comparatively minor matter but you say: 

At the present time there are approximately 13 employees of this section on 
detail to other divisions and bureaus of the Commission due to illness— 
that is bureaus of your own Commission, is it not? 
Mr. SPINGARN. Yes. 
Mr. PxrILurps (reading)— 


due to illness, absences, seasonal loads, or other circumstances. No increase is 
proposed for fiscal year 1953. 
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So, you have a stenographic pool? 

Mr. Spincarn. We do. 

Mr. Puiuurps. If you have a stenographic pool, then how can they 
be detailed to other divisions and bureaus within the Commission? 

Mr. Sprncarn. Here is the problem, and it raises something which 
J am glad you mentioned. There are a certain number of officials, 
and they are only senior officials, by the way, who have secretaries. 
Most of the personnel of the Commission is serviced by this steno- 
graphic pool. When one of the secretaries is absent for any reason 
there has to be a detail from the pool to the office where the secretary 
who is absent works. This illustrates something that I did want to 
say. I have only been with the Trade Commission for 15 months, 
but this is my eighteenth year in the Government, and I have worked 
in several agencies 

I can frankly say that I have never seen an agency so starved for 
funds as the Federal Trade Commission. Let me give you an ex- 
ample. In most agencies in Washington when a professional man 
gets up to around the $5,000 or $6,000 level he either gets a secretary 
or stenographer of his own, or if not he shares one with somebody else. 
In the Commission practically no one under the $9,000 level has a 
secretary of his own. That means virtually all of our lawyers and 
other professional people have to depend upon this pool for steno- 
graphic service, and, of course, there is such a large demand that 
there is always a bottleneck in trying to get someone from the pool. 
Often it takes several days. 


TYPEWRITERS 


I remember in the hearing last year that I read some comment which 
was made on the fact that we had 400 or so typewriters in the Com- 
mission. The fact that the stenographic servicés are at such a pre- 
mium means that our lawvers keep typewriters in their offices, and 
they try to pound out the first drafts of their briefs and memoranda. 
Now, that is a rather extravagant waste of the time of expensive per- 
sonnel, but that is what results from the fact that the Commission is 
the most starved Government agency that I have ever seen. I realize 
that this committee is a little cynical about those statements, but I 
offer it, for whatever it is worth, because it is true. 

Mr. Puiturps. No, we are not cynical; our hearts bleed for you, but 
maybe they would bleed just a little more freely if you remembered 
there was a war on, and then if you told us just why you continue 
doing extensive work in the fields of hearing aids, fountain pens, 
mechanical pencils, pearls, and gladiolus bulbs, and things like that. 
Why could not some of those things be curtailed until after the war 
is over? 

Mr. Spincarn. Well, you know that hearing aid thing is a rather 
serious situation for the deaf people who have to depend on them. 
I would like to say this off the record. 

(Discussion off the record.) 

_ Mr. Puruures. I have no doubt that all of this is essential, or that 
it is desirable, but it is a question in the minds of this committee how 
much we can spend while we are also carrying on a war. 

Mr. Spinearn. I would agree with you, Mr. Phillips, but I think 
that the antideceptive work should be geared to items that are in 
scarce supply, as far as possible, because of the mobilization effort, and 
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we are trying to do that. Because of the mobilization period we find 
a natural tendency to try to run in substitutes. If good materials 
are not available substitutes are run in, and misrepresentations which 
defraud the public are often made. 
Mr. Puiturps. You are asking us for a total of $4,367,000? 
Mr. SprnGarn. Yes, sir. 
AUTOMOBILES 


Mr. Puiiures. How many automobiles do you have? 

Mr. SpinGarn. I am glad you mentioned that, sir. As I look 
around town and see the number of cars fhat other agencies have I am 
glad to say we have one Pontiac, and that is for the five Commissioners 
and the entire staff. I think coming up here today was about the 
fifth time I have been in it in 15 months since it is hardly ever available 
when you need it. We have no chauffeurs. We also have a truck. 

Mr. Puiuures. I passed by the Economic Cooperation Agency the 
other day, and I saw four cars standing there, with chauffeurs, who 
were not doing anything. Also I see that the Displaced Persons 
Commission has acquired an automobile with its name on the side of 
it. I was under the impression that was a temporary agency. 


FUR-LABELING ACTIVITIES 


Mr. Putuurps. I am interested in your comment on the request for 
$75,000, as I understand it, having been turned down. This was for 
fur labeling. Was it turned down by the Bureau of the Budget? 

Mr. Sprncarn. That is right. 

Mr. Puitures. The Bureau of the Budget, by Executive order, is 
now an arm of the White House. Do you suppose there is a certain 
sensitiveness on the subject, and that they would not want to have a 
pastel mink coat labeled “rabbit” or something? 

Mr. Sprncarn. I had not thought about that. The fact remains 
that this is a statute which the Congress passed only last year, and we 
are going to have to enforce it, and so we are going to have to assimi- 
late its cost if we do not get any funds for it in this appropriation. 

Mr. GLENDENING. $75,000 is the amount we told the congressional! 
committees at the time the bill was under hearing that we estimated 
t would cost each year. 

Mr. Corton. I gather at this particular time that you are laying 
a great deal of emphasis on your so-called fact-finding functions, your 
researches and your compilations of information, is that right? 

Mr. SPINGARN. Yes, we are. 

Mr. Corron. Several times in the course of the hearing this morning 
and in the testimony vou have said, “We were asked to find this’, 
and ‘we were asked to furnish that.” Who asked you for this 
information? 

Mr. Sprncarn. I do not remember the exact reference you have in 
mind, Mr. Cotton, but we are directed by section 6 of our basic statute 
to make this type of investigation, to report what we can, to make it 
on our own initiative, to make it at the request of the President, to 
make it at the request of the Attorney General, and to make it at the 
direction of the Congress. 

Mr. Corron. Well, the act of Congress specifies certain fields of 
investigation that you are to go into and embody the results in your 
reports to Congress? 
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Mr. SpPINGARN. It 1s described in the act. 

Mr. Corron. Do not take the time to go into detail, but does it 
specify certain fields? 

Mr. SprnGarn. Yes; in the broadest terms, that we are to investi- 
gate business practices and economic situations and report on them. 


REIMBURSEMENT FOR SERVICES PERFORMED FOR EMERGENCY 
AGENCIES 


Mr. Corron. Do you have requests for information now from these 
emergency war agencies in connection with their work in the present 
emergency? 

Mr. Sprncarn. You bet we have, and they think so highly of it 
that the Office of Price Stabilizaticn is willing to put up their own 
money to supplement our funds to get us to do some reports for 
them. 

Mr. Puriuips. Whose money did you say it was? 

Mr. SpinGaARN. It is money that the Congress has appropriated to 
them. 

Mr. Corron. Someone asks you for information and as a result 
of that you contract with or get certain information from the Bureau 
of Standards and certain information from some other departments 
and that you say is the raw material on which you make your report 
for the benefit of the Office of Price Stabilization or some other agency? 
Do they in turn pay you for this information? 

Mr. Sprncarn. In the case of the Office of Price Stabilization they 
do. 
RECEIPTS FROM OTHER AGENCIES 


Mr. Corron. Do the justifications indicate your receipts from other 
agencies? 

Mr. Srincarn. I do not know—I do not believe that they do. 

Mr. GLENDENING. That is a separate function which is paid for 
by them, and they have to justify it in their own requests for appro- 
priations. 

Mr. Corron. About how much money during the year has the 
Federal Trade Commission received from other departments of 
Government for services rendered to other departments? 

Mr. SprnGarn. From OPS we are getting $240,000 a year. ‘Then 
in addition to that we did some work for the National Production 
Authority which is now being discontinued because their appropriation 
has been cut and they cannot afford it any longer. That was to in- 
vestigate the extent of compliance with their orders. We got reim- 
bursed at the rate of $480,000 a year for that for part of the vear. 

Mr. Tuomas. Why was that not put in your justifications? 

Mr. Sprncarn. I would only say that I suppose because it is money 
that comes from their appropriation and that they would have to 
justify it. 

Mr. GLENDENING. That was not included by the Federal Trade 
Commission in those two instances, because the Budget Bureau in- 
structions are thet the paying aegney must justify the payments and 
the receiving egeney—the FTC here—is not to do so. They were their 
employees working under our immediate supervision. 

Mr. Puitures. In your building? 

Mr. GLENDENING. Yes, sir. 
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Mr. Corron, That anticipates my next question. Have you had 
to devote the time of some of your employees to these duties that 
you are performing for the other departments? 

Mr. SpinGARN. On the reporting work, the work that we did for 
OPS on the financial reports, it was an extension of work we were 
already doing, so that we would spend some of our own money nor- 
mally on that sort of work, but in the form in which we nei | ordi- 
narily prepare it it was not of sufficient value to them. They wanted 
us to extend it and put it in more detail, making various tabulations 
and breakdowns of it to make it serviceable for their purposes and 
they gave us funds for it. 

Mr. Corron. Just to save time and referring to these fact-finding 
and research activities of your Commission, some of it is done on 
your own initiative to secure information for your own use in your 
own investigations in those cases, that is right, is it not? 

Mr. SprnGarn. Yes. 

Mr. Corron. And some of it is done at the request of other depart- 
ments of the Government, including these emergency war agencies? 

Mr. SprnGcarRN. Yes. 

Mr. Corron. Some of it is done at the request of the President or 
the Attorney General? 

Mr. SprnGarn. Yes. 

Mr. Corron. And some of it is done at the request of committees 
of Congress? 

Mr. Sprncarn. That is right. 

Mr. Corron. And is any of it done at the request of individuals in 
Congress? 

Mr. Spincarn. I cannot think of any situation where we would do 
it at the request of an individual in Congress, other than at the 
request of the chairman of a committee. 

Mr. Epwarps. I have been in charge of the Bureau of Industrial 
Economics since the spring of 1948. During that time the only 
reports I have had under my direction which were responsive to a 
request originating in Congress originated in requests from the heads 
of committees. 


PRICE MAINTENANCE LEGISLATION (H. R. 5767) 


Mr. Corton. There is before Congress H. R. 5767, a bill introduced 
by Mr. McGuire, a bill to amend the Federal Trade Commission Act 
with respect to certain contracts and agreements which establish 
minimum resale prices which are extended by State law to nonsigners. 

You are, of course, familiar with that proposed legislation? 

Mr. SprnGarn. I know it has been introduced. I know it has been 
referred to the Commission for our comments, and it is now in process 
of study. We have not acted on it yet. 

Mr. Corron. Was it referred to you by some committee? 

Mr. Spincarn. By the committee that handles the bill. Is that 
the Committee on Interstate and Foreign Commerce, I have forgotten? 

Mr. Corron. You have not made a report on it yet? 

Mr. Sprncarn. No, we have not made a report on it yet, Mr. 
Cotton. 
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Mr. Corron. Would it be proper to ask you whether you favor that 
legislation or not? 

Mr. Sprincarn. I am 20 percent of the Commission. It is a policy 
matter that all five Commissioners would have to vote on, but I 
will say that in 1945 the Commission issued a voluminous report 
containing many hundreds of pages in which it indicated the reasons 
why it was opposed to price-maintenance legislation, so that its posi- 
tion in the past has been strongly against this sort of legislation. 

Mr. Corron. And you are going to embody your views in a report 
some time to the committee. 

Mr. Sprncarn. It will go to the chairman of the committee, yes, sir. 

Mr. Corron. When vou do, may we have copies of that report? 

Mr. Sprrncarn. I assume you can, sir, from the chairman of the 
committee. With his permission we would be glad to give it to you. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Corron. Would you be willing to furnish for the record the 
total amount of the payments that your Commission has received 
from any other source than appropriations made by this committee 
during the fiscal year 1952? 

Mr. SPINGARN. You mean appropriations made to this Commission, 
not to other agencies? 

Mr. Corron. For 1951 and 1952. What I am trying to get is how 
much money was paid over to you by the other agencies in 1951 and 
thus far in 1952, and what it is anticipated the amount will be in 1953. 
Can you get that? 

Mr. Sprncarn, | can furnish it for the record. 

Mr. Corron. Yes, that is what I am asking for. 

(The matter referred to is as follows:) 


Working fund 
Fiscal year 1951: 
Net deposits—National Production Authority: Compliance sur- 
veys (29 employees June 30, 1951) obligations incurred______._ $147, 906 
Net deposits—Economice Agency: Financial reporting project (Of- 
fice of Price Stabilization) (44 miigeret June 30, 1951) hirer gst 
tions incurred 91, 049 


Net total funds obligated, fiscal year 1951 238, 955 


Fiscal year 1952: 
Deposits— National erereeges Authority: 
July 1 to Dec. 31, 
Less: Amount being withdrawn by NPA—Enforcement pro- 
gram canceled Dec. 31, 1951 and employees terminated__ —51, 059 
Net deposits and obligations, NPA 173, 943 
Deposits—-Economic Stabilization Agency: 
Financial reporting project—Office of Price Stabilization (54 
employees Dec. 31, 1951) 100, 000 


Net total deposits, July 1 to Dec. 31, 1951 273, 943 
Deposits anticipated, Jan. 1 to June 30, 1952 


Total deposits anticipated, fiscal 1952 413, 943 © 


The employees shown above are in addition to and not a part of regular Federal 
Trade Commission staff. 

On January 16, 1952 (2 days after this hearing) the Commission was advised 
by the Office of Price Stabilization that the exact character and extent of the 
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special work they desire the Commission to perform for them in fiscal 1953 has 
not yet been finally determined and will depend upon their budget for 1953 as 
approved by the Congress, but that in no event will the total payment they make 
to the Commission for such work exceed $172,000. Since no work is to be per- 
formed for the National Production Authority during. fiseal 1953, this $172,000 
represents the maximum amount which, as of January 16, 1952, the Commission 
expects to be made available to it during fiscal 1953 by other agencies to perform 
special work for them. 

Mr. THomas. Mr. Chairman, I was surprised to find that the 
Budget justifications are entirely silent on the $700,000 vou received 
in contributions from other agencies during the fiscal year 1952. How 
much do you anticipate receiving from other agencies for 1953 over 
and above your regular appropriation? 

Mr. Sprncarn. The total amount we are scheduled to receive during 
fiscal 1952 from other agencies for special work done for them is not 
$700,000, Mr. Chairman, but apout $414,000. The NPA work is 
gone. So unless they decide to renew it there will not pe any contri- 
bution from that source. Doctor Edwards, do vou know what the 
Price Stabilization people are likely to want in 1953? 

Mr. Epwarps. It is being discussed now. The Stabilization people 
have asked us for a lot of detail which our manufacturing reports have 
not furnished in the past. During the last calendar year we have 
furnished them with special reports free of charge and special tabula- 
tions of this material free of charge covering 50 different industries 
with an average coverage of about 18 quarters for each industry, or a 
total of about 800-odd quarterly tabulations. They still need a great 
deal more. Almost every time they have a problem on a particular 
industry they come to us. 

Mr. Tuomas. How much will it amount to dollarwise for 1953? 

Mr. Epwarps. We have made various estimates submitted to them 
as to what it would cost to supply various amounts of this information, 
and they are now considering how much they can afford, but they have 
not vet told us. The estimates vary all the way from $72,000 at the 
low end to more than $500,000 at the upper end. I have not the 
slightest idea what the figure will be. 

Mr. Tuomas. Your Bureau, then, has received all of that $700,000? 

Mr. Epwarps. No, no, we have not. 

Mr. Tuomas. What part of it did vou receive? 

Mr. Epwarps. We have not received $240,000, but we are now 
receiving at the rate of $20,000 a month. That rate resulted from a 
recent increase, when they decided they wanted more detail. 

Mr. THomas. How long has it gone on, all during 1952? 

Mr. Epwarps. No, it began last spring. I can supply the figure 
for you. 

Mr. Tuomas. Was the other item of $480,000 on an annual basis? 

Mr. GLENDENING. That was the NPA work. 

Mr. Tuomas. And that is out now? 

Mr. GLENDENING. Yes. 

Mr. Tuomas. It lasted how long? 

Mr. GLEeNDENING. From February 20 until December 31, 1951. 

Mr. Tuomas. Was that statistical work? 

Mr. GLeNDENING. No; it was investigative work to determine 
whether or not business was complying with NPA orders. 

Mr. Tuomas. How many additional people did you have to put on 
or hire? 









of 


we 
be 
res 
to 


to 
ea 
Co 
ih 
we 
an 


ag 


Ww! 






143 





































Mr. GLENDENING. For Federal Trade Commission not any. We 
put them on their payroll and paid them directly out of their funds. 
We had 32 additional people for the NPA work. 

Mr. Tuomas. They were not on your payroll? 

Mr. GLENDENING. No, sir; they were not on our payroll, and none 
of the people hired as a result of this OPS work are on our payroll. 

Mr. Tuomas. Then why did they give you money? 

Mr. GLENDENING. The money is put into a working fund at the 
Treasury, and these employees are paid directly out of that working 
fund. 

Mr. Sprincarn. As | understand it they were placed under our 
operational direction because they believed that we had the know- 
how to do this work. 

Mr. Tuomas. Who picked the employees? 

Mr. SpRINGARN. We picked them, did we not? 

Mr. GLENDENING. Yes. 

Mr. Tuomas. Were they working under your jurisdiction? 

Mr. SprRinGARN. Yes, under our direction, but on their payroll. 

Mr. Tuomas. On their payroll? 

Mr. SprinGARN. Yes, sir. 

Mr. GLenvENtNG. The funds were not commingled. 

Mr. Puiuuips. How does the item appear on their books? 

Mr. GLENDENING. As payment to a Federal Trade Commission 
working fund account at the Treasury. 

Mr. Puitures. For which you have not accounted? 

Mr. GLENDENING. They justify it in their appropriation. 

Mr. Puitures. They justify it as a payment to the Federal Trade 
Commission but you have not accounted for it. 

Mr. GLENDENING. They tell what the work is, and according to the 
budget director at NPA they fully justified before the Appropriations 
Committee the entire item of enforcement work we were doing for 
them. 

Mr. Anprews. Who makes out the pay checks? 

Mr. GLENDENING. We make out the pay checks, but it is paid out 
of their money in the Treasury. We certify the payrolls. 

Mr. Epwarps. It was my understanding, as to the contribution 
we received, that the reason it was being handled this way was 
because they felt that they must fully justify that expenditure as 
research appropriate to their needs. Therefore they wanted it set up 
to appear in their budget. 

Mr. GLENDENING. Any money not spent in each instance is returned 
to the two agencies. I report to them the expenditures at the end of 
each month, and any money that is left reverts to them. We have no 
control over the money. 

Mr. Puiztuips. I am still confused on the jurisdiction of the Com- 
mission. You just said you were doing this for NPA, but that vou 
were not doing statistical work for them, that you were doing what 
amounts to enforcement work. 

Mr. Guenpenina. That is right. 

Mr. Puitures. How do you get into the filed of enforcement of an 
agency which supposedly does its own enforcement? 

Mr. SprnGarn. Section 703 of the Defense Production Act, under 
which that agency was established, contains very broad powers to 
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delegate and redelegate authority and it is my understanding that 
under that act NPA, acting as an agent of the President, made a dele- 
gation to us. I think that is being done very widely, as a matter of 
fact, not just in our case, but in other cases. 

Mr. Epwarps. May I add one thing as to the statistical work? 
The impression must have arisen in your mind, the way this was 
discussed, that the decision to have that work done in our agency was 
reached at a private conference between OPS and the Federal Trade 
Commission. Thatisnot true. The Bureau of the Budget committee 
which was supervising all governmental financial statistics discussed 
at some length the question of where the work should be done and 
where it could be done the cheapest, and came to the conclusion that 
was expressed in that document of which you were given copies, that 
it would cost a great deal less if it was done by expanding the Federal 
Trade Commission’s work than if it was done by setting up a special 
section for OPS. They have decided that for the two agencies with 
the participation of all of the other agencies of the Government which 
use the figures, as well as the Bureau of the Budget. 

Mr. Corron. And nobody is in the dark on this except Congress? 

Mr. Epwarps. I am not aware that Congress is kept in the dark. 
OPS explains this to you. Congress is not in the dark, except we are 
not justifying it and they are. 

Mr. Corron. Congress by its act, you say, defines it in the act 
broadly and leaves a lot to your discretion. It lays down a lot of 
functions for the Federal Trade Commission to perform. Now, does 
that say you shall perform for other agencies? 

Mr. Sprncarn. No; our act does not, but the Defense Production 
Act, under which they operate, does. In other words, it permits them, 
acting as agents of the President, to use any agency of the Govern- 
ment. 

Mr. Corron. Then it is actually from the President that you get 
the direction to do this work? 

Mr. Spincarn. In effect that is correct. 

Mr. Corron. But there is no place in these justifications where we 
are told how much of this is going on or what part of your own per- 
sonnel you use or anything of that kind or how much money is being 
paid to you by other departments. : 

Mr. SpinGarn. No; because the agency which benefits from this 
work is furnishing that information to its appropriation committees. 

Mr. Tuomas. Thank you, gentlemen. It is always a pleasure to 
see you. A happy new year to all of you. 
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PAYMENT OF CLAIMS 
AND 
ADMINISTRATIVE EXPENSES 


PAYMENT OF 





CLAIMS 


Amounts available for obligation 


1951 actual | 1952 estimate | 1953 estimate 


Appropriation or estimate _- stack EY per oy 3 one oes $65, 000,000 | $20,000,000 | — $5, 000, 000 
1: 


Prior year balance available -- 2, 646, 431 35, 404, 547 | 16, 404, 547 
Total available for obligation BS IE ea ae 77, 646, 431 55. 404, 547 21, 404, 547 
Balance available in subsequent year-___._...-..__- ia —35, 404, 547 | —16,404, 547 —3, 341, 047 
Obligations incurred... pe yews a ’ 42, 241, 884 39, 000, 000 18, 063, 500 








Obligations by activities 


Administration and adjudication of claims payable under the War Claims Act of 
1948, as amended: 


NE ce eee min hae sates emcee ts sere a Glo aim ae ae es aed oleae $42,241,884 
J HES ae Mi Mc Si SES ots ws ee wil i ace ioe es Snel ee eames 39,000,000 
! See. Sees Es Laue. Sota Sa ote cee 18,063,500 









Obligations by objects 
J = iesibas . = sancti . - 
Object classification | 1951 actual | 1952 estimate | 3953 estimate 
} ses rl ie | Paes SI 
07 Other contractual services: Services performed by other 
) agencies ‘ tf 2% : $3. 109, 108 $5, 948, 500 $6, 063, 500 
13 Refunds, awards, and indemnities-___-_-___- dese 39,132,776 | 33, 051, 500 12, 000, 000 
Obligations ineurred._...............-.-.-.-- il Siae 42,241,884 | 39, 000, 000 18, 063, 500 











Analysis of expenditures 





1951 actual | 1952 estimate | 1953 estimate 









Unliquidated obligations, start of year. -._-.-- vee : $1, 695, 012 $1, 247, 330 $1, 000, 000 

Obligations incurred during the year_._.............-.-.------| 42, 241,884 | 39,000, 000 | 18, 063, 500 
Ma Sth ada cu wet JAE tuk ceili is woktatenl comeedece -| 43,936,896 | 40, 247,330 19, 063, 500 

Deduct unliquidated obligations, end of year... ....-.-.------| 1, 247, 330 | 1,000, 000 | 500, 000 
Tota) expeudiitwmesscc: 5222 55.54. bbe2secece wha | 42,689,566 | 39, 247, 330 


18, 563, 500 





Expenditures are distributed as follows: 


Out of current authorizations... ..............-----.----- ' io en. cs { 9, 247, 330 i, 563, 500 
Out of prior authorizations. -_._....-- ee eee ee 30, 000, 000 17, 000, 000 
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ADMINISTRATIVE EXPENSES 


Amounts available for obligation 





Limitation or estimate $600, 000 | 


Unobligated balance, estimated savings. : ~2, 193 


} | 

1951 actual 1952 estimate 1953 estimate 
~| mM § 

| $850, 000 $965, 000 


Olimipations hantrted =... Sy ISS “572, 807 | 850, 000 es "965, 000 


Obligations by activities 


Administration and adjudication of war claims: 
1951__ en ENE RP REN Fes the Site $572, 807 
1952. _- Sa ES eT bed _... 850, 000 
1953___- OR tae thie ANDMg i 


Obligations by objects 


Object classification 1951 actual | 1952 estimate | 1953 estimate 


Total number of permanent positions_____- 57 4 177 | 
Full-time equivalent of al! other positions ie tan hate | ‘ 3 
Average number of all employees ‘ 168 


Average salaries and grades: 
General schedule grades: 
Average salary- ‘ “ $3, 4: $4, 463 $4, 180 
Average grade __- iS-5, GS8-6.1 GS8-5.9 
Crafts, protective, and custodial grades: | 
Average salary 2, 25% $2, 576 $2, 576 
Average grade_- f We » -3. c P C- 3. oO Cc PC 3.0 


Ol Personal services: | | 
Permanent positions __. $464, 41: | $685, 520 
Part-time and temporary positions : 9, 050 | 2 j &, 000 
Regular pay in excess of 52-week base . 724 | 2, 582 | 2, 637 
Payment above basic rates ; eubiedeis cove 9, 908 | , 668 | 10, 443 
Total personal services 5, 094 : | 706, 600 
02 Travel , ; , 929 | ¥ | 12, 000 
03 Transportation of things : 3, 930 | 5, 4, 000 
04 Communication services 9, 278 3, 10, 000 
05 Rents and utility services 563 | . 4, 400 
06 Printing and reproduction . 428 2, | 12, 000 
07 Other contractual services 4, O15 | 5, 6, 000 
Services performed by other agencies 7,000 | 6, i 190, 00) 
08 Supplies and materials , 240 | % 9, 000 
09 Equipment toast 8, 809 | ‘ 8, 000 
15 Taxes___ 521 3, 3, 000 
Obligations incurred Se adie ; . 572, 807 850, 000 965, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have the pleasure of having with us this afternoon our friends 
from the War Claims Commission. Here is our distinguished Chair- 
man, Daniel F. Cleary; Vice Chairman, the former colleague of ours, 
Mrs. Lusk. 

Mr. Cieary. Mr. Wiener is ill today, Mr. Chairman, and cannot 
be with us. 

Mr. Tuomas. We are sorry to hear that, and we wish him a speed) 
recovery. 

We are happy to see Mr. Austin, the executive director; Mrs. 
Howorth, the Assistant General Counsel; Mr. Barton, the Director 
of the Claims Service; and Mr. Scott, the administrative officer. 

If you and Mrs. Lusk have a statement for us, we would be delighted 
to hear from you, Chairman Cleary. 
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GENERAL STATEMENT 


Mr. Cueary. I have what I hope will be a statement short enough 
to suit you, Mr. Chairman. 

With vour indulgence, I would like to read it. 

Mr. Tuomas. Go right ahead. 

Mr. Cuieary. Mr. Chairman and members of the committee, the 
War Claims Commission, which has recently completed its second 
full year of operations, can report good progress in the accomplish- 
ment of its major programs. Its request for fiscal year 1953 is predi- 
cated upon the experience of these 2 years. 

At the close of fiscal vear 1950, at the end of a pilot program, the 
Commission had adjudicated 6,084 claims, of which number 6,028 
claims, amounting to $4,145,124.42, were certified for payment; 56 
claims were disallowed. 

At the close of fiscal year 1951, 76,584 additional claims had been 
adjudicated, making a total of 82,632 claims, of which 80,450 claims 
were allowed and 2,182 were disallowed. 

As of January 11, 1952, the Commission reports that a total of 
122,167 claims have been adjudicated, of which number 115,918, 
amounting to $52,517,877.29 were certified for payment. As of the 
same date, 5,184 claims, totaling $6,956,835 in amount, had been 
disallowed. 

Mr. Tuomas. About 33,000 claims have been paid out of vour 
$52 million? 

Mr. Cieary. We have paid almost 116,000 cases. 

Mr. Tuomas. Have vou paid that many, or adjudicated that 
many? 

Mr. Cuieary. We have paid that many, and we have disallowed a 
little over 5,000. 

Mr. Tuomas. You do not pay any; you depend upon the Treasury 
to do that. 

Mr. Cieary. We have certified them to the Treasury for payment. 

Mr. Tuomas. I am talking about how many have actually been 
paid. TI could not find a figure greater than 33,000 in your justifica- 
tions. 

Mrs. Lusk. There might be a small discrepancy. 

Mr. Cirary. There is only a gap of 3 to 7 days. 

Mr. Tuomas. What is the figure for those paid by the Treasury? 

Mr. Cieary. It would be well over 100,000. 

Mr. TuHomas. Over 100,000? 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. I was under the impression that the Treasury was 
pretty far behind. 

Mr. Cieary. No; they are within a week or 10 davs of certification 

Mrs. Lusk. They are really getting out very nicely. There is 
usually just a few days delay between the two offices. 

Mr. THomas. Excuse me. Go right ahead. 

Mr. Cleary. 

The Commission, pursuant to section 8 of the War Claims Act and 
the President’s request, is completing its comprehensive study of all 
war claims arising out of World War II which are not presently com- 
pensable under the act. This study will be submitted to the President 
for transmittal to the Congress in the current session, 
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Since the Commission last appeared before you, the War Claims 
Act of 1948, as amended, was further amended to require the Com- 
mission to wind up its affairs not later than March 31, 1955. This 
request for appropriation for fiscal year 1953 is planned with this 
limitation in mind. 

The Commission requests an authorization to withdraw from the 
war claims fund the sum of $965,000 for administrative expenses for 
the fiscal year 1953. This sum is an increase of $115,000 over the 
$850,000 appropriated for fiscal year 1952 and $235,000 less than was 
requested for fiscal year 1952. 

There are two factors which may be emphasized: First, in fiscal 
year 1953, a major objective will be the adjudication of claims from 
Filipino members of the United States Armed Forces. Our studies 
show that these claims present difficult and complex problems not 
encountered in the adjudication of the American prisoner of war 
claims. A few of the reasons for these difficulties are (1) inadequacy 
of military records, (2) confusion resulting from similarity in names, 
(3) the custom in some provinces of the use of only one name, and 
(4) illegibility of writing. Second, the difficulties inherent in adjudi- 
cating religious claims filed pursuant to section 7 of the act. These 
claims, some of which are for many thousands of dollars, are involved 
and complex since the aid given by religious organizations in the 
Philippines during World War II was rendered surreptitiously and 
few records were or could be maintained as to place, amounts, or dates 
of such aid. The Commission has adopted a cautious policy in the 
adjudication of these claims to protect both rightful claimants and the 
Government. Both Filipino and religious claims will require skilled 
personnel and cannot move as rapidly as did the adjudication of 
American prisoner of war claims. 

In conclusion, the Commission respectfully points out that the 
source of funds for administrative expenses and payment of claims is 
a trust fund, the war claims fund, and not tax receipts. Naturally, 
the Commission is as careful to administer the agency economically 
as if it were tax-supported. 

Mr. Chairman, my colleagues and I will be glad to answer such 
questions as the committee may wish to ask. 

Mr. Tuomas. That is a very nice statement, Mr. Chairman, It 1s 
full of meat and very much to the point. 


ADMINISTRATIVE EXPENSES AND SUMMARY OF PERSONAL COSTS 


We shall insert in the record at this point table 1 on page 1 of the 
justifications, and we shall also insert the table beginning on page 2. 
which is continued. 

(The documents are as follows:) 
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TABLE 1.—Administrative expenses, War Claims Commission 
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OD  mneita st Sos Fe eee ps ergy Mees 7, COG | 8, 000 | +1, 600 
1h. Fak aos 5): CA SO RIESE PRES FS ae ie eres SP 3, 000 | 3, 000 





Poy | 
d i 


Total appropriation or estimate... ............-....-...- | 850, 0CO | 965, 000 | +115, 060 
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TABLE 2.—Summary of personnel costs by agency subdivisions, selene year 1953 
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PERSONNEL 


Mr. Tuomas. I believe you are seeking 173 employees for 1953, 
which is a decrease of 4 over 1952 : is that correct? 

Mr. Cuieary. Yes, sir. That would be an average number of 166 
for fiscal 1953, 168 for 1952. 


150 
BUDGET REQUEST 


Mr. Tuomas. Your budget for 1952 which supported those 177 
employees was $850,000, and it shows an increase of $115,000 for 1953. 
The increase comes about largely because of two items: One for $8,800 
for personal services, and the other for $124,000 to reimburse for 
services rendered by other agencies; is that correct? 

Mr. Cieary. Correct, sir. 

Mr. Tuomas. It should be stated here, as you stated in your general 
statement, that not only the funds that are paid out pursuant to the 
War Claims Act are paid out from the trust funds in the hands of the 
Department of Justice, which are lodged there by virtue of seizure of 
alien property in the United States, but also the administrative costs 
of the act are paid from those funds; is that correct? 

Mr. Cieary. Yes, sir. 


WORK OF THE COMMISSION 


Mr. THomas. Your act was extended to the point where your 
claims had to be filed by March 31, 1952, and the Commission should 
wind up all its activities not later than March 31, 1955. 

Mr. Cieary. That is right, sir. 

Mr. Tuomas. I was not quite clear on the exact status of the 
activities of the Commission. The justifications are excellent in 
most spots, but it was not quite clear on that one point. 

I noticed your accomplishments for 1951. When did you actually 
get into operation? 

Mr. Cieary. We paid our first claim February 14, 1950. 

Mr. Tuomas. You really went into action, and you organized the 
Commission in October of 1949? 

Mr. CrEary. September 14 was the date that the Commission 
came into existence, 1949. 


ESTIMATED CLAIMS TO RE ADJUDICATED 


Mr. Txromas. I notice your accomplishments for 1951, and your 
est'mated program for both 1952 and 1953. I was not quite clear 
from the reading of it just how many anticipated cases you will have 
altogether. 

Mr. Cieary. I believe that is 291,000. That is shown at page 14 
of the justifications—291,000-odd is the number that we anticipate 
receiving and adjudicating during the life of the Commission. The 
breakdown by types of claim is shown there, also. 

Mr. Tuomas. We shall insert that table in the record at this point. 

(The document is as follows:) 

The Commission estimates 291,350 as the total number of claims presently 


authorized to be received and adjudicated. Distributed by categories, these 
claims are as follows: 


Religious organizations and personnel thereof 350 
Civilian American citizen internees and survivors 17, 000 
American prisoners of war and survivors 134, 000 
Philippine prisoners of war and survivors 140, 000 


Total , 291, 350 
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Mr. Tuomas. That is a total of 291,350? 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. How many have been adjudicated to date? 

Mr. Cuieary. 122,167. 

Mr. Tuomas. For all practical purposes you have 170,000 cases 
remaining to be adjudicated; is that correct? 

Mr. Cieary. That is right, sir. 

Mr. Tuomas. How long will it take to adjudicate those cases, based 
upon your present rate of doing business? 

Mr. Cueary. Well, our present rate of doing business will not be 
maintained because of the different nature of claims remaining to be 
adjudicated after the end of this fiscal year, but our program calls for 
adjudicating half of those remaining at the end of this fiscal year dur- 
ing fiscal year 1953; and the remaining half during fiscal vear 1954. 


COMPLETION OF WORK 


Mr. Tuomas. Do you intend to wind up before the deadline date 
of the act; namely, March 31, 1955? 

Mr. CLeary. We will wind up on or before that date. The re- 
duction in our program will not permit us to wind up any substantial 
time ahead of March 31, 1955. 

The 9 months of fiscal vear 1955 are needed for the appeals period— 
6 months—which must run after the last case has been adjudicated, 
and the normal winding up phase of any agency, which we estimate 
will take 3 months. 

WORK IN PHILIPPINES 


Mr. Tuomas. What is your contemplated workload in the Philip- 
pines? I have a figure in my mind of 120,000. Is that correct? 

Mr. CLEARY. 140,000 cases originating in the Philippines is what 
we anticipate. . 

Mr. Tuomas. How many of them have been disposed of to date? 

Mr. CLeary. None have been paid. The Claims Service has 
studied about 600 claims in order to ascertain the nature of the pecul- 
iar problems that are contained in them, and what we can expect in 
the Philippine cases. 

Mr. Tuomas. I believe you have set up a branch office over there. 

Mr. CLeary. A branch office was set up for two primary reasons; 
one, the receipt of claims; and the other, the dissemination of informa- 
tion to the claimants and also obtaining information for the Washing- 
ton office. We do not propose to adjudicate claims in Manila. 

Mr. Tuomas. Does that figure of 291,000 claims altogether include 
the 140,000 Philippine claims? 

Mr. Cuieary. Yes, sir. 

Mr. Tuomas. Will you read into the record, please, sir, the exact 
language of the act which gives you jurisdiction to pay the Philippine 
claims? Do you have that available there? 

Mr. Cieary. Section 6 [reading]: 

As used in this section the term “prisoner of war’ means any regularly ap- 
pointed, enrolled, enlisted, or inducted member of the military or naval forces oi 
the United States who was held as a prisoner of war for any period of time subse- 


_ 


quent to December 7, 1941, by any government of any nation with which the 
United States has been at war subsequent to such date. 





That section of this act, together with the fact that the Philippine 
Army of the Commonwealth was ordered into the service of the Armed 
Forces of the United States in compliance with the military order of 
the President c” the United States dated July 26, 1941, is the basis for 
the eligibility of the Philippine military personnel to file under the 
act. That military order of the President brought them within the 
scope of the act. 

PHILIPPINE OFFICE 


Mr. Tomas. What jurisdiction does your Philippine office have? 
I notice here you say: 

This office reduced greatly in fiseal 1953, is responsible for the following: 
Liaison between Washington office and the Adjutant General Records Depository 
in Manila; recording and dispatching to Washington office any claims filed by 
persons in the Philippines remaining after close of fiscal 1952— 

The same limitation date applies to the Philippines as to the filing of 
claims here, namely, March 31, 1952? 

Mr. CuLeary. Yes, sir. 

Mr. Tuomas (reading): 
and assist in development actions required by claims filed under section 7 of the 
War Claims Act of 1948, as amended. 

The personnel you will have are one office manager, GS-12; one 
secretary and mail and records clerk, GS~7. 

In addition to that, they have a 25-percent differential in housing 
allowance, and what else? 

Mr. Scorr. Yes, sir; they get quarters and they get a 20-percent 
differential. 

Mr. Tuomas. Is it 20 or 25 percent? 

Mr. Scorr. Twenty, sir. 

Mr. Tuomas. Are you operating under a special act? 

» Mrs. Howorrn. It varies with areas, Mr. Chairman, depending on 
the State Department findings of the cost of living with respect to the 
areas. 

Mr. Scorr. The State Department establishes allowances all over 
the world for the whole Government. They have established it at 
20 percent there in Manila. 


PAY ACT INCREASE 


Mr. Tuomas. How much was your Pay Act increase? 

Mr. Cueary. It came to about $55,000 for. this current fiscal year. 

Mr. THomas. $55,000. That would give you an operating cost of 
$170,000 for 1953 over and above 1952, because you will have to 
come back to the committee for a deficiency of $55,000 to take care 
of your Pay Act increase. 

Mr. Cieary. We are absorbing that, Mr. Chairman. * 

Mr. Tuomas. Are you absorbing all of it? 

Mr. Cieary. Yes, sir. 

Mr. Tomas. Is that set out in your justifications here? 

Mrs. Howorru. No, sir. 

Mr. Cieary. We did not bring that out. 
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Mr. Tuomas. You surely should have put that in, because you are 
the first one we have seen do that. We want to give you a medal for it. 

So you have absorbed it? 

Mr. Cirary. Yes, sir, for 1952 and 1953. 

Mrs. Howortn. We did not ask any increase on that basis. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. THomas. What is this item of $190,000 for “Services performed 
by other agencies’? 

Mr. Cieary. $157,300 of that item is a charge payable to the 
Department of the Army for searches to be performed by their Records 
Depot in Manila to provide us with preliminary information as to 
the military status of the Filipino claimants. They have informed 
us that that is the cheapest figure at which they can render this service 
to us. We propose adjudicating 65,000 claims during fiscal 1953, and 
that is at $2.42 per claim for that number of claims. 

Mr. Tuomas. Will you repeat the first part of that statement again, 
please? 

Mr. Cuirary. It is a service charge which the Department of the 
Army has informed us they are required to charge. It is the lowest 
figure they can give us for supplying us with very basic data as to the 
military status of the Philippine personnel who have filed claims with 
us, Philippine military Te 

Mr. THomas. Do they furnish you that same information as to the 
American boys? 

Mrs. Howorrn. Yes. 

Mr. Cieary. The Adjutant General’s Office supplied us with that 
information for the Americans without a service charge, whereas the 
Department of the Army is requiring that we pay for the information 
relative to Philippine prisoners of war, primarily because of the fact 
that the records pertaining to American military personnel were in 
much better condition and much more complete than those which the 
Army has which pertain to the Philippine personnel. 

Mrs. Lusk. There is oné point I would like to make for the record. 
We have negotiated with AGRD for some time trying to arrange for 
a lower rate of pay for reimbursement. We feel that since they fur- 
nish the other agencies information and since there is an interchange 
of all kinds of information with Veterans’ Administration and other 
agencies that we ought to be entitled to this for perhaps no charge 
at all; but if for any charge, at least a lower charge than they indicate. 

I would like for the committee to take that into consideration in 
acting on our budget. If an intercession with AGRD would help us 
we would appreciate it because it will reduce our expenses. 

Mr. THomas. That is the Adjutant General’s Office? 

Mr. Crirary. Yes; sir. 

Mr. THomas. You are not paying them the whole $190,000? 

Mr. Cieary. $157,300, the balance of the $190,000 goes to other 
agencies for other services. 

Mrs. Lusk. We will eventually pay more. 

Mr. THomas. What was the $1,600 to the Civil Service Commission? 

Mr. Cueary. That is for the services of a nurse. Our offices happen 
to be right across the street. 
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Mr. Tuomas. What is the support to the United States Tariff Com- 
mission? 

Mr. Scorr. It is primarily for the duplication services, photostats, 
and things of that nature. 

Mrs. Howorru. Reproducing this justification, and so on. 

Mr. THomas. I notice you pay $18,000 to the State Department. 

Mr. Scorr. Yes, sir. 

Mr. Tuomas. For bookkeeping, payroll work, household functions. 

Mr. Scorr. Yes, sir. 

Mr. Tuomas. There is $6,100 to be allocated to the Public Buildings 
Administration. What does Bert Reynolds charge you $6,100 for? 

Mr. Scorr. Painting, forexample. We are in an old building which 
has not been painted for vears. We have to do moving of electrical 
outlets and things like that, and erecting partitions. We do not have 
a labor force, so whenever it is necessary to move any files or anything 
we have to use their labor force to perform that work. 

Mr. THomas. Well, his appropriation is only about $101 million for 
1952 for that purpose. 

Mrs. Lusk. They make us pay. 

Mr. Scorr. We have always had to pay for it, sir. They bill us 
every time. It runs rather high. 

Mrs. Lusk. That is why | am objecting to this charge from the 
Adjutant General for the information we want from their records. 

Mr. Tuomas. That all comes out of the Philippines, and the Army 
maintains a big constapulary in Manila. What is the nature of the 
work? Say that a Filipino files a claim. What is the process? 

Mr. Barton. They have over 600,000 201 files out in the AGRD 
in Manila. They have any number of allied files that were compiled 
from investigations and other special projects. 

In checking to ascertain if a Filipino was a member of the military 
personnel during any given period they have to check through all 
these different files. 

Mr. Tuomas. They have his services record there? 

Mr. Barron. Yes, sir; but it is not in as good a shape as it is here 
in the States. The records have been scattered. They have a pro- 
gram to consolidate these records, and reduce them to one folder. 
Right now they have to. make checks against several folders and 
reports throughout the agency before they can come up with the re- 
quired information. 

Mr. Tuomas. What information do you seek from the records? 

Mr. Barron. We first want to ascertain if the individual who has 
filed a claim has military status and is recognized by the United 
States Army. 

Mr. Tuomas. That is all you want to know, is it not? 

Mr. Barton. In the case of the living prisoner of war we will further 
have to ascertain the period he was a prisoner of war to determine the 
benefits he is entitled to. In the case of a survivorship claim we 
would have to determine the proper survivors entitled to the pay- 
ments as well as the period the deceased was a prisoner. 

Mr. THomas. That is the big headache, is it not? 

Mr. Barton. Yes, sir; that will be a sizable headache. 

Mr. THomas. What are they charging you per case? 

Mr. Barron. $2.42. 
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Mr. Cueary. $2.42. A year ago they told us it would be $1.125 
and then they advised us later that they would have to revise that 
charge upward to $2.42. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Thomas. How many employees do they have engaged in this 
particular work? 

Mr. Austin. When I was there, Mr. Chairman, they had about 500 
or 600. 

Mr. Tuomas. Were they mostly Filipinos? 

Mr. Austin. Yes, sir. 

They are furnishing this information, as I understand it, to the 
Veterans’ Administration gratis. 

Mrs. Lusk. We can get the survivor information from the Veterans’ 
Administration. 

Mr. Tuomas. Free of cost? 

Mr. Cieary. We have to supply the personnel. We were advised 
earlier in the vear that the Veterans’ Administration would make 
searches on such survivor cases as they had a record of, but within 
the past few weeks they told us that their personnel situation had 
changed and that the best they could do would be to make the files 
available to us, if we cared to send over some of our"personnel to make 
the searches here in Washington. They do not have all the survivor- 
ship cases on record here in Washington, but on those that they do 
have they said, “Come on over and look them up yourself.” 


ACTION ON PHILIPPINE CLAIMS 


Mr. Tuomas. How many of these Filipino claims have vou certified 
to the Treasury for payment? 

Mr. Cieary. None. We have not certified any of them. The 
500 or 600 that have been studied have been set aside and will be 
certified when we commence the Philippine program, which will be 
toward the end of this fiscal vear. We propose doing about 10,000 
this year, 

Mr. Tomas. It will cost about $350,000 or $400,000 in adminis- 
trative expense to certify these claims over there? 

Mr. Crieary. Ultimately that will be the cost. It will be a sub- 
stantial percentage of our total administrative budget which will be 
chargeable to that one item. 

Mr. Tuomas. What excuse did the Army give you for raising the 
ante from $1.125 to $2.42? 

Mr. Creary. It was the reevaluation of the amount of work in- 
volved, that it would take more man-hours to do it than they had 
originally anticipated. There was a charge they would have to make 
on the basis of the man-hours per case, and it was such that it was 
so many dollars, and then they said it would take more man-hours 
than they originally thought. 


STUDY OF ADDITIONAL WAR CLAIMS 


Mr. Tuomas. How much money are you spending on your study 
of war claims under the act? 
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Mr. Cueary. For the current. fiscal year it is, I believe, around 
$20,000. 

Mr. THomas. What did you spend last year? 

Mr. Cuieary. Around $27,000 for the first report. 

Mr. Tuomas. You certainly ought to be able to complete the study 
of claims for $47,000, should you not? 

Mr. Cueary. It is a pretty broad field. There are thousands upon 
thousands of people who feel that they have a compensable war 
claim. There are many categories of claimants who have to be sub- 
divided and have their categories established in a sort of hierarchy 
as to what the Commission feels should be first, second, third, and 
i forth, in the consideration of the Congress. This is required by 
the act. 

Mr. Tuomas. How many people do you have working on that 
matter? 

Mrs. Howorrtn. The general counsel is devoting practically full 
time to it, and there are three members of the staff. We have had 
for about 4 months three temporary employees. 

Mr. Tuomas. What did you spend on printing for that item? 

Mrs. Howortu. Nothing was spent for the first report. It was 
published as a House document. However, we have no assurance 
that that will be done this time, on the final report. 


STATUS OF WAR CLAIMS FUND 


Mr. Tuomas. What is the status of the fund now over in the 
Justice Department? 

Mr. Cueary. A total of $120 million has been deposited. 

Mr. Tuomas. $120 million has been set aside for the payment of 
claims, and you have actually spent approximately $62 million. 

Mr. Cueary. There has been $67,651,000 paid out to claimants. 

Mr. Tuomas. What is the status of the fund over in the Justice 
Department? 

Mr. Cieary. That would be $52% million, roughly, in the Treasury 
Department, remaining from the $120 million. 

Mr. Tuomas. I mean, what is the status of the fund? There 
has been some mention of it in the press, by Members of: Congress, 
and so forth and so on. I wonder if you have any information as 
to its status. 

Mr. Cueary. I have no recent information. That is a constantly 
fluctuating figure, depending on the number of properties that are 
vested and the number that are returned. Vesting and returning 
are continually going on. 

Mr. Tuomas. Do you know what they have in actual cash in 
the fund now, other than that which has been deposited to the credit 
of the War Claims Commission in the Treasury? 

Mr. Cieary. No, sir; | do not know what their eash position is. 
What they ultimately, or even as of today could transfer to the war 
claims fund I do not know. We just do not have a recent report 
on that. 

Mrs. Lusk. Some time ago we estimated from the report that 
there would be something like $100 million balanee when we have 
paid out this $120 million, if they do not do something else with it. 
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Mr. Anprews. I think it would be very helpful, Mr. Chairman, 
if you would put page 3 in the record. 

‘Mr. Tuomas. Yes. Page 3 will be inserted in the record at this 
point. 

(The document is as follows:) 


The Office of Alien Property, Department of Justice, has, as of December 31, 
1951, deposited with the Secretary of the Treasury a total of $120,000,000, all of 
Ww hich sum has been covered into the war claims fund. 

Disbursements from the war claims fund have been made as follows: 

Payment of claims, War Claims Commission as of Dec. 31, 1951__ $52, 201, 530. 96 
Paar of claims, Bureau of Employees’ Compensation as of 


Dec. 3, 1951 ite ar athds ds acst w SB aaeaer aa daa oe emt el vw clic 13, 458, 949. 34 
Administrative expenses, War Claims Commission, fiscal years 

1950, 1951, and 1952______ é 1, 750, 000. 00 
Administrative expenses, Bureau of Employees 2 C ompensation, 

fiscal years 1950, 1951, and 6 months of fiscal year 1952_ gage 240, 894. 71 


Total withdrawals . 67, 651, 375. 01 


Mr. Tuomas. This page shows the $120 ‘tion which has been 
deposited in the Treasury to the credit of the War Claims Commis- 
sion, and shows withdrawals of $67 million. I am wondering just 
how much over and above that the Alien Property Custodian has. 
You say your best information is that it is around $100 million? 

Mrs. Lusk. That was in the autumn, during the time we were 
attending hearings before the Interstate and Foreign Commerce Com- 
mittee. It was indicated in the testimony there, but I do not have 
anything in writing at this time on it. 

Mr. Cueary. I believe that would be over and above the $150 
million we estimated would be required for the entire act. 

Mr. Anprews. I have seen in the paper where some of those cor- 
porations which were taken over by the Alien Property Custodian 
increased in value from $2 million up to $14 million. 

Mr. Tuomas. Some of those plants run up into big figures. 

Mr. Anprews. I think I saw where one had a value of $2 million 
when it was taken over, and the recent figure was $14 million. 


TRAVEL 


Mr. Tuomas. I notice you have a travel item here of $12,000, and 
you justify it on page 43. You say you require $12,000 for travel? 

Mr. CueEary. Yes, sir. 

Mr. Tuomas. There is travel to and from Manila for not to exceed 


one person amounting to approximately $3,000. Is that a round trip 
to Manila? 


Mr. Cirary. That is right, sir. 


SUBPOENAING OF WITNESSES 


Mr. THomas. What witnesses are you going to subpoena? 

Mr. Cueary. We do not know yet. We have not subpoenaed any 
yet, but in those cases where there has been an appeal taken, or any 
other case where it appears to the Commission that the appearance 
of witnesses is essential to the fair and just adjudication of the claim, 
we are empowered to and will subpoena witnesses. 
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DOMESTIC TRAVEL 


Mr. THomas. You have $4,000 set aside here for domestic trave! 
for the Commissioners and members of the staff to attend hearings, 
convention, and/or conferences relating to the work of the Commis- 
sion. That will require $4,000? 

Mr. Cuieary. Yes, sir. 

Mr. Tuomas. What conventions and conferences do you refer to? 

Mr. Cieary. Well, occasionally we will go up to New York or to 
some other city to meet with groups of claimants to discuss with them 
the problems they may have in connection with their claims. We are 
required by law to assist claimants. 

Mrs. Lusk. There are large concentrations of these groups in New 
York, California, and around Chicago, of either the internees or the 
prisoner-of-war groups, and in Texas and various places. 

Mr. THomas. Why should they not come to see you? 

Mrs. Lusk. When they have their group meetings it is wiser, | 
think, to get out there to them than to have them come here. It 
serves their purpose better, anyway. 


COMMUNICATIONS SERVICES 


Mr. Tuomas. ‘Communication services, $10,000.’ What is your 
unexpended balance as of January 1 on your communication services? 

Mr. Scorr. We had a total obligation of $5,717 for the first 6 
months of the year for communication services. 

Mr. Tuomas. You had a balance of what? 

Mr. Scorr. That was not the balance. The unobligated balanc« 
is $7,283 for 1952. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. You have $12,000 for printing and binding and also 
the procurement of envelopes and letterheads. -The Treasury sends 
them out in its own envelopes; does it not? 

Mr. Scorr. The checks, yes, sir, we require envelopes for corres- 
pondence, notice of awards, and so forth. 

Mr. Tuomas (reading): 


The printing and binding of two semiannual reports and additional copies of 
the section 8 report are estimated to cost $6,500. 
It costs you $27,000 to make a report and $6,500 to print it? 

Mr. Creary. That $6,500 includes two semiannual reports that we 
are required to make. 

Mr. Tuomas. How large are those reports? 

Mr. Cieary. There were 28 pages in the fourth semiannual report 
sent to the Treasury Department. 

Mr. Tuomas. Cannot this printing and reproduction bill be cut 
down about half? 

Mr. CLeary. We have cut our semiannual reports down. 


OTHER CONTRACTUAL SERVICES 
Mr. Tuomas. “Other contractual services’’ [reading]: 


Six thousand dollars is requested to cover miscellaneous contracts as are re- 
quired to carry out the functions of the Commission. 
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What + your unexpended balance on that item for 1952; as of 
January 1; do you have that? 

Mr. Scorr. We spent $5,186 so far in the first 6 months; $75,814 
is unobligated. 

Mr. Tuomas. $5,000 and what? 

Mr. Scorr. $75,814. Then we have not paid the State Depart- 
ment for anything on this year’s reimbursement, and we have made 
no payment to AGRD. 

Mr. Tuomas. That is taken care of in your $190,000 item; is it not? 

Mr. Scorr. The $190,000 plus $6,000 is for fiscal 1953. 

Mr. Tuomas. You have about $6,000 more than you need in the 
“Other contractual services,’ because you are going to pay the 
State Department and these other agencies out of that $190,000. 

Mr. Cieary. No, sir; that $6,000 item is for contracts with con- 
cerns outside the Government, such as card-punching services by 
IBM. On occasion we have bulk jobs to do that are cheaper to farm 
out to a private organization than to hire temporary employees on our 
own staff. That $6,000 item is not to be mixed in with the payments 
that we make to other agencies. That is for contracts outside of the 
Government. For example, we have one contract out in Manila 
with IBM. 

OTHER OBJECTS 


Mr. Tuomas. You have a bill here for ‘Other objects” of around 
$258,000, if my mental arithmetic is correct, against a personnel cost 
of $706,000, which is about 38 percent for “Other objects.” “Other 
objects” should not exceed a top figure of 15 or 16 percent of that, 
and some agencies do it for 10 percent. 

Mr. Curary. If we knocked out the Army payment there, I think 
we would be in line. 

Mr. Tuomas. I think you would; you would be better than in line. 

Mr. CLeary. But I believe that is at the present time an unavoid- 
able item, and one which is unique to our situation, $157,300. 

Mr. Tuomas. For what do you pay that $7,000 to the Tariff 
Commission? 

Mr. Cuieary. Duplicating service and the like. We are housed in 
their building. 

Mr. THomas. What do they duplicate for you to the tune of 
$7,000? 

Mr. Cieary. For example, the justifications that we have right 
here. 

Mr. Tuomas. What do they charge you per page for it? 

Mr. Scorr. They have a somewhat complicated system down there. 
The man who does the work for us says he does not know how they 
arrive at it. For the first quarter of 1952 our bill was $1,542.95. 

Mr. Tuomas. Is there anything very complicated about this Multi- 
graph or mimeograph machine? 

Mr. Scorr. No, sir. 

Mr. Tuomas. Is that what it is? 

Mr. Scorr. Most of it; ves, sir. 

Mr. Tuomas. Can you not go to the General Services Administra- 
tion and get a second-hand “Multigraph machine and save about 
$5,000 on that? 
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Mr. Austin. We did not have too much luck on that in the past 
until you, Mr. Chairman, wrote requesting cooperation. 

Mr. Tuomas. $7,000 will be allocated to the United States Tari({ 
Commission, which renders services to the Commission on a reim- 
bursable basis. $18,000 will be allocated to the United States De- 
partment of State, which does the bookkeeping. What kind of book- 
keeping are they doing for you? 

Mr. Cieary. They make up our payrolls, time and attendance 
records, and purchasing requisitions, and they are doing our house- 
keeping services over in the Philippines. 

Mrs. Howorrn. One item is for translating, travel, and various 
housekeeping functions. 

Mr. Tuomas. What do you mean by ‘translating’? 

Mrs. Howorrn. We get letters in French, German, Yugoslav, 
documents pertaining to claims. We get correspondence from people 
all over the world. 

Mr. Tuomas. How much of that do you get a year? 

Mrs. Howorru. We average around 1,000. 

Mr. Tuomas. Written in foreign languages? 

Mrs. Howorrn. Yes. 

Mr. Tuomas. And they charge you $18,000 for translating those 
letters and keeping the time and leave records for 173 employees? 

Mr. Scorr. They pay all of our bills. We administratively approve 
them, and they audit the vouchers and pay them by check, and so 
forth. 

Mr. Anprews. Do you have a housekeeping office? 

Mr. Scorr. No, sir; we never have had. 

Mr. AnprEws. Do you have a budget office? 

Mr. Scorr. No. 

Mr. Tuomas. As much money as that crowd has, it looks to me 
that they ought to be able to absorb 173 employees with their own 
employees. How much did the State Department charge you last 
year? 

Mr. Scorr. $15,000. 

Mrs. Lusk. Was there not a refund? 

Mr. Scorr. No; the refund was the year before. There was no 
refund last year. We cut it down to $12,000 in 1950, but in 1951 
it was $15,000. 

Mr. Tuomas. I do not know of anybody in the Government that 
has any more money than the War Department or the State 
Department. 


Mrs. Lusk. It seems as though they could absorb this cost in the 
other work. . 
Mr. Scorr. We figure that it is cheaper to have the State Depart- 
ment do it because with the very small items we would have to 
rocess we would have to have some pretty high grade personnel. 
he volume of work would not be there, but we would have the same 
variety and complications that a large agency has in its own set-up. 


LEGISLATIVE SECTION 


Mr. Yates. On page 27 of the justifications there is an explanation 
of the function of the legislative section of the general counsel’s office, 
and a statement following on the kind of bills upon which reports and 
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testimony are given before congressional committees and the Bureau 
of the Budget. 

Mr. Cieary. Yes, sir. 

Mr. Yares. Is the testimony different in each of those cases? 

Mr. Cunary. If the subject matter is different it is necessarily 
different. 

Mr. Yates. For instance, take the first two there. 

Mr. Cuieary. They are different bills. 

Mr. Yates. Is the subject matter different? 

Mr. Cieary. Yes, sir. 

Mr. Yates. Was a request made for your testimony on those bills? 

Mr. Cumary. Yes, sir; the chairman of the committee in each 
instance requested a report, and then we have also requests from the 
Bureau of the Budget to comment on bills primarily of interest to 
another department, and of secondary interest to us, such as in the 
case of S. 2257. The Justice Department was making a primary 
report on it, and the War Claims Commission was requested to 
comment on the report that Justice was making. In that case we 
made a report to the Bureau of the Budget so that they could coordi- 
nate our comments on the Department of Justice. 

Mr. Yates. Take one of the bills itemized on page 34, H. R. 5557: 

A bill for the relief of Nicholas B. Perry for losses sustained through confiseation 
of property by Rumania and Hungary, or either of said countries. 

Do vou have jurisdiction over claims arising from the confiscation of 
property in Rumania or Hungary? 

Mr. Cieary. No, sir, but they are the subject matter of a study 
that we are making, and for that reason the Bureau of the Budget 
desired our comments. 

Mr. Yarss. Is a study of that type related to war claims? 

Mr. Cieary. The war claims study? 

Mr. Yares. No; where property has been confiscated in iron-curtain 
countries is that a war claim as such? The reason I ask the question 
is because it does not seem to me that a study of confiscated property 
in Rumania or Hungary comes within the War Claims Act. 

Mr. Cieary. It is not one of the categories of claims that we have 
tentatively listed as property within the scope of our study. How- 
ever, these matters are interrelated and we have received many 
inquiries from persons whose property has been confiscated; for that 
among Other reasons been compelled to familiarize ourselves with the 
confiscation problem. 

Mr. Yates. How large a part of your activity is this matter? 
It is a major part, meaning appropriation-wise, of course? 

Mr. Cuieary. It occupies a substantial amount of our time. 

Mr. Yates. It does? 

Mr. Cueary. Yes, sir. 


EMPLOYEES IN WASHINGTON OFFICE 


Mr. ANprEws. How many employees do you have in the Washing- 
ton office at this time? 

Mr. Cueary. One hundred and thirty-three. 

Mr. ANprEws. How many do you have in Manila? 

Mr. Cxeary. Twenty-four. Two Americans and twenty-two 
Filipinos. 
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PERCENTAGE OF AMERICAN CLAIMS ADJUDICATED 


Mr. ANnprews. What percentage of the American claims have been 
adjudicated? 
Mr. CuLeary. Close to 90 percent I would say. 


STATUS OF ADJUDICATION OF CLAIMS 


Mr. Anprews. Most of your work in the future will be in the 
Manila office, will it not? 

Mr. Curary. No, sir; it will be done here, but pertain to Filipino 
persons. 

Mr. Anprews. When a claim is examined in Manila and sent to 
Washington there is nothing further that the Washington office can 
do to verify the correctness of that claim, is there? 

Mr. Cieary. Yes, sir; there is. 

Mr. AnprEws. What? 

Mr. Cuirary. Mr. Barton is Director of the Claims Service, and | 
will refer that to him. 

Mr. Barron. The Philippine office will not adjudicate claims. 
They are responsible for the receipt and docketing of the claims. Most 
of the survivorship claims that were received by the Manila office have 
been forwarded to the Washington office for adjudication. The Manila 
office will act as a liaison office in contact with AGRD (Adjutant 
General Records Depository). All of the actual examination, adjudi- 
cation, and certification for payment of the claims will be done here 
in the Washington office. 

Mr. Anprews. Then you think you will need just as big an office 
force for the next 2 years in Washington as vou have had in the past 
2 years? 

Mr. Barton. Yes, sir. 

Mr. Anprews. Even though 90 percent of vour American claims 
have been adjudicated? 

Mr. Barron. We have an estimated workload of 140,000 Filipino 
prisoner of war claims; there will remain a few problems relating to 
American civilian internee and American prisoner of war claims, 
religious claims and appeals. 

Mr. Anprews. But the majority of your claims will originate in 
Manila or the Philippine Islands? 

Mr. Barton. The majority, 151,000, originated in the United States, 
next year the majority will be those filed by Filipino prisoners of war. 

Mr. ANprEws. You do not see any way in which you can reduce 
your Washington office staff? 

Mr. Barton. No, sir; because all of the adjudication will be done 
here. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Creary. I did a little arithmetic here. It appears possibly 
closer to 80 percent of the American claims have been adjudicated. 

Mr. Tuomas. Eighty percent? 

Mr. Cueary. Yes, sir; 80, with 20 percent remaining, and we pro- 
pose to have those out of the way at the end of this fiscal year. 
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RELIGIOUS CLAIMS 


Mr. THomas. You can just about wind up claims as far as Ameri- 
can claims are concerned in the fiscal year 1953? 

Mr. Cieary. Fiscal year 1952, except for appeals. This year 
from July 1 on we will be concerned with Filipinos who were in the 
Army of the Commonwealth and the religious claims, those two cate- 
gories. The religious claims are small in number and large in amount 
and complexity. 

Mr. Tuomas. What is the figure on your religious claims? 

Mr. Cieary. We estimate that about 350 claims will be received 
from religious organizations or their personnel with about $11,000,000 
claimed. 

Mr. ANprREws. May I ask a question, Mr. Chairman? 

Mr. Tuomas. Yes. 


PROCEDURE FOR CERTIFYING PHILIPPINE CLAIMS 


Mr. AnprEws. Where are the records on the Philippine soldiers 
kept, in Washington or Manila? 

Mr. Cieary. Most of them in Manila, in the Adjutant General 
Records Depository, which is located a few miles outside of the city 
of Manila. Some records are in the United States, we have some 
records and the Veterans’ Administration has records in claims which 
it has adjudicated. 

Mr. Anprews. How can you check those claims that originate in 
Manila, where the records are kept in Washington? 

Mr. Barton. All we will get from Manila records will be the cer- 
tification as to military status. 

Mr. Anprews. All right; that is all you need, is it not? 

Mr. Barron. No, sir. We have to first ascertain if the man was 
in the military service. The next thing we have to ascertain is the 
fact that he was held as a prisoner of war, and if so, for what period 
of time. 

Mr. Anprews. Are all of the military records in Manila? 

Mr. Barron. Records of claimants as to the military status, can 
be secured in Manila. Some records are in the United states. 

Mr. Anprews. Where is the record of his internship? 

Mr. Barron. We have records which were compiled from the His- 
torical Division of the Army, and some rosters obtained from the 
newspaper listings in the Manila newspapers during the period of 
occupation from which we can make a determination as to the time 
that a claimant was held as a prisoner of war. 

Mr. ANprews. Where are those records kept? 

Mr. Barron. We have quite a number of those records on file with 
the Commission in Washington that we have gathered from various 
sources. 

Mr. Anprews. They are not complete are they? 

Mr. Barron. They are complete to a great extent. I think that 
they are substantially complete. 

Mr. Anprews. The question of whether or not that soldier was a 
prisoner will be determined in Manila, will it not? 
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Mr. Barton. No, sir; the question as to whether that person was a 
soldier will be determined by -AGRD. They advise us only what 
their records show. As to any prisoner-of-war status, that must be 
established from a variety of records. 

Mr. Anprews. But that will be established from records in Manila. 

Mr. Barron. That a man was in the United States military service: 
yes, sir. 

Mr. AnpreEws. Namely, that he was a soldier. 

Mr. Barron. That is correct. 

Mr. Anprews. And, secondly that he was a prisoner. How co 
you establish that? 

Mr. Barton. We will check from the records and other source 
material we have on file in Washington. For instance, we have a 
roster showing a list of some 30,000 Filipinos that died in internment 
camps. We can use that plus daily newspaper records, the Manila 
Times and the Manila Bulletin, plus information we have obtained 
from the Historical Division of the Department of the Army to 
ascertain the prisoner-of-war status. 

Mr. Anprews. All that can be found in Manila, can it not? In 
other words, if he was a prisoner of war that fact could be established 
from the records now in Manila? 

Mr. Barron. It probably could; yes, sir. 

Mr. ANnprews. The next question you are concerned with is the 
length of time he served in prison, and that could be established in 
Manila? 

Mr. Barron. Yes; probably that could be. 

Mr. Anprews. In other words, all of the information that this 
Commission needs to pass on a claim could be established in Manila, 
is that right? 

Mr. Barron. Yes, sir; I think so. 

Mr. Anprews. Then why the need for this big number of 133 
personnel in the Washington office? 

Mr. Creary. Otherwise we would have to have those people in 
Manila. Most of the Commission would have to be transferred to 
Manila. Someone has to do it either here or in Manila. It would be 
more expensive, we think, to do it in Manila. 

Mr. AnprEws. Do you intend to increase your employment in 
Manila from the present number of 24? 

Mr. Cieary. No, sir; we will cut that back to two people. 

Mr. Tuomas. Yes; but you are going to fill it up with Filipinos. 

Mrs. Howortn. No; we plan to have only two employees. 

Mr. Anprews. That does not make sense to have 24 people out 
there before you start processing all of those claims and then when 
you get ready to work on those claims cut the number down to two. 

Mr. Cieary. But those people are not adjudicating those claims 
They have distributed forms. They are docketing claims and making 
them ready for shipment back to the States. As soon as we have that 
job done we will cut back those in Manila to the office manager and 
his assistant. The work that will then be done in Manila is, first, the 
certification of the fact that the man was a soldier. The Army will 
charge us $2.42 just for that job. 

They will send that back to us and we will proceed to adjudicate 
those cases in the same fashion we have been adjudicating the Amer'- 
can prisoner-of-war cases. 
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Mr. Anprews. Your workload is shifting to Manila? 

Mr. Cuieary. The point of origin of the claim is shifting to Manila, 
and the place where the work is being performed is remaining where 
it 1s. 

Mrs. Lusx. We have the qualified personnel here to do the work, 
we would have to move them out there and the expense of sending them 
out would be very great. It would be expensive to ship even a skele- 
ton commission out there. It is cheaper to ship the claim forms to be 
adjudicated here with information that could be sent to us by mail 
than to try to set up any kind of a staff out there to do the work 
required. 

UNFILLED POSITIONS 


Mr. Tuoomas. How many unfilled positions do you have out of 
your 24 in the Philippines as of January 1? I presume you are about 
liquidated. 

Mr. Cieary. We have 24 there now and propose to reduce it back 
to 2, effective July 1. 

Mr. Tuomas. What is the Army going to be doing all of this time 
for you? 

Mr. Cigary. We only have provision for paying the Army for 
12,000 claims this year. 

Mr. Tuomas. How much is there to pay the Army this year? 

Mr. Cunary. This year the amount is $30,000. 

Mr. Tuomas. No, you have an estimate set up for $66,000, have 
you not? 

Mr. Ciuary. No, sir. The sum of $66,000 will be used to reim- 


burse other agencies, including the Army for fiscal year 1952 for 
services. 

Mr. Tuomas. What is it for 1953? 

Mr. Cieary. We propose to pay the Army $30,000 for this fiscal 
year, and $157,300 for fiscal year 1953. 

Mr. Tuomas. How much have you actually paid them to date? 

Mr. Cueary. Nothing yet. 


DISTRICT OF COLUMBIA 


Mr. Tuomas. How many unfilled jobs do you have in the District 
of Columbia? 
Mr. Cieary. Twenty. 


DATE OF TERMINATION OF PROGRAM 


Mr. Corron. I just want to get one fundamental fact straight. 
You asked last year and you are asking again this vear for the in- 
creased transfer of funds so that you can terminate your work on 
March 31, 1955. 

Mr. Cueary. Yes, sir. 

Mr. Corron. But, at the same time, according to your statement, 
the Commission pursuant to section 8 of the War Claims Act and the 
President’s request’is completing a study to bring into this session of 
Congress. This will reveal a new field of claims to continue the 
Commission or create a new commission to go on with this work, so 
that it is just a beautiful dream for us to even think that you are going 
to wind this thing up in 1955. Is that a true statement? 
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Mr. Cuieary. I would like to break that up into two parts. The 
law as it now stands authorizes and directs the Commission to adjudi. 
cate three types of claims and to complete that program not later 
than March 31, 1955. The law also directed us to make a study and 
report to Congress as to any other types of claimants which the Con- 
gress might ultimately determine should be compensated. We, of 
course, have no way of determining or even guessing as to whether or 
not any additional types of claimants will be recognized by the Con- 
gress in 1955. 

Mr. Corron. Not only does the law direct it but the President has 
requested this study? 

Mr. Cuieary. Yes, sir. At the time we transmitted the first report 
to the President he forwarded it to Congress with a letter indicating 
his desire that a further and more complete study be made. 

Mr. Corron. And you are discovering, naturally, a large number of 
types of claims and possible claims of a new type? 

Mr. CuLeary. Yes, sir. 

Mr. Corron. You are investigating these groups, cataloging them, 
and putting them in the record, is that correct? 

Mr. Cueary. Yes, sir. 

Mr. Corron. Those are Americans largely? 

Mr. Cueary. Oh, yes, sir. 

Mr. Corron. So that actually, no matter how fast we go in winding 
this program up in 1955, and I understand all of your answers are 
absolutely technically correct, to be perfectly frank and candid, the 
likelihood is that we have just opened up a new field and in 1955 we 
will start in anew and go on, is that right? 

Mr. Creary. If any further classes of claims are declared by Con- 
gress to be compensable then there will necessarily be another date 
fixed for the termination of that additional claims program. 

Mr. Corron. But you are finding out and going to report a large 
number of claims, are you not? 

Mr. Cieary. Yes, sir; we are likely to do so. 

Mr. Corron. Doubtless with the recommendation that many of 
them should be compensated and that the claims appear to be legit- 
imate? 

Mr. Cieary. We will list the categories in the orders we feel should 
be considered by the Congress on a merit basis. 

Mr. Corron. And the chances are that you will recommend that 
steps be taken to take care of them? 

Mr. Cueary. Yes, sir; we probably will. 


FUTURE STATUS OF WAR CLAIMS FUND 


Mr. Corron. In the meantime, as far as you know, has the Alien 
Property Custodian returned any of the assets, so sooner or later the 
impact will hit the Treasury? It has been my experience in dealing 
with insurance claims and other claims in the practice of law-—and | 
am not blaming you, as you are acting under the request of the 
President and in compliance with it—that when you go out and look 
for new claims it encourages new claimants and you always find 
plenty of them. 

Mr. Cieary. Undoubtedly we have received a very large number 
of claims, yes, sir. 
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Mrs. Lusk. I think it would be well to state that we have not cer- 
tainly solicited any types of claims. They have come to us mainly 
because they thought that the present War Claims Act covers those 
claims, and we have included them in the report. 

Mr. Corron. I believe you testified your representatives go into 
Texas and other States of the country to meet these groups of people. 

Mrs. Lusk. Yes, to meet people who claim under sections 5, 6, and 
7. We have dealt with but we have had no meetings at all with 
potential claimants under this other statute. : 

Mr. Corron. Future claimants will of course depend upon what- 
ever action is taken by Congress, but it boils down to the fact that no 
matter how much money is authorized to you, no matter what we do, 
March 31, 1955, is just the end of one phase? 

Mrs. Lusk. Yes. 

Mr. Cuieary. If there is a second inning, then that will be up after 
1955. We have no way of knowing whether there will be a second 
inning. 

AMOUNT OF BUDGET REQUEST 


Mr. Puiturs. For how much did you ask the Bureau of the 
Budget? 

Mr. Cugary. We asked them for $1,200,000. 

Mr. Puiturrs. In taking off $235,000, did they indicate where you 
should take it off? 

Mr. Cieary. No. That was done on the basis of a revision we 
made in our estimate of the number of Filipino claims we would 
receive. Between the time we transmitted the request for $1,200,000 
and the time the Bureau finally made the revised estimate for $965,000, 
we reexamined the situation with respect to the Filipino claims and 
concluded, instead of receiving 200,000, we would probably receive 
only 140,000. So that reduction in the figure reflects the revised 
estimate of receipt of claims we made and furnished to the Bureau. 

Mr. Puruuipes. The difference between 200,000 and 140,000 is 60,000. 

Mr. Cueary. Yes, sir. 

Mr. Puriuipes. So when you reduced it 60,000, the Bureau of the 
Budget reduced the amount $235,000? 

Mr. Cieary. That was a reduction of 60,000 claims, and they 
reduced the request for administration expenses by $235,000. 


NUMBER OF AUTOMOBILES 


Mr. Puitures. How many automobiles does your Commission have? 

Mr. Cteary. None. We have an automobile which we purchased 
second-hand over in Manila; none in the District. 

Mr. Puituips. It is used over there? 

Mr. Cieary. It is used over there; yes, sir. We were authorized 
to buy one at $1,500, but we elected, instead to purchase one for $400 
second-hand in Manila, where one is really necessary. 

Mr. Putiurps. I notice some of the allegedly temporary agencies 
in the District of Columbia have blossomed out since we have been 
away this summer with automobiles. I saw one with “Displaced 
Persons Commission” on the side. 
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SOURCE OF FUNDS TO COMPENSATE ADDITIONAL CLAIMANTS 


Mr. Corron. In this proposed report you will in due time make to 
the President, do you contemplate suggesting that proper action be 
taken by Congress, if necessary, to prevent the Alien Property Cus- 
todian from surrendering assets before we get to the bottom or some- 
where near the bottom of these war claims? 

Mr. Creary. The act specifies that in our report we indicate the 
source of the funds that might be used to compensate such additional 
claimants as may be recognized by Congress, and the funds presently 
in the control of the Alien Property Custodian would come within 
that classification. 

Mr. Corron. You are apprehensive about that. situation; are 
you not? 

Mr. CueEary. Oh, yes, sir. 

Mr. Yates. Apprehensive about what? 

Mr. Corron. Apprehensive that the Alien Property Custodian is 
going to return and surrender assets in his hands and then we would 
open up a new field of claimants, and they would have to be paid out 
of the Treasury of the United States. 

Mr. Putturrs. Mr. Cotton wants them to impound the funds. 

Mrs. Lusk. We have done everything we can do to protect those 
assets for our purpose. 

Mr. Puiuurps. They are deposited in the Treasury as trust funds? 

Mrs. Lusk. That is my thought. 

Mr. Corron. I am very much interested in this point. I would 
like to know what the Commission. here and our former colleague are 
doing. It seems to me a pretty serious problem. 

Mrs. Lusk. It is a serious problem and one you should watch, 
because those assets are morally bound, if not legally so, to pay first 
the claims of persons who were victims of World War II under the 
terms of the Geneva Convention. Before that money is used for 
anything else, I think it should be applied on those various s types of 
claims as far as it will go. 

Mr. Corron. But it has not been tied up heretofore? 

Mrs. Lusk. Not as far as I know. 

Mr. Corron. I mean it is in the discretion of the Alien Property 
Custodian to restore these assets to their former owners, whenever he 
deems proper? 

Mr. Cueary. He is restricted under the act as to the extent to which 
he can do that, and he is directed by the War Claims Act, section 12, 
which amended the Trading with the Enemy Act, that— 

The net proceeds remaining upon the completion of administration, liquidation, 


and disposition pursuant to the provisions of this Act of any such property or 
interest therein shall be covered into the Treasury at the earliest practicable date. 


Earlier in this section is a specific injunction that— 


No property or interest therein of Germany, Japan, or any national of either 
such country vested in or transferred to any officer or agency of the Government 
at any time after December 17, 1941, pursuant to the provisions of this Act, 
shall be returned to former owners thereof or their successors in interest, and the 


United States shall not pay compensation for any such property or interest 
therein. 


Mr. Corton. Then it is really safeguarded, and it is actually 
impounded? 
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Mr. Cueary. The Alien Property Custodian is operating under the 
restrictions of section 39 of the Trading With the Enemy Act, which 
was part of the original War Claims Act. 

Mrs. Lusx. I think the most serious thing we have to face is the 
danger of amendment from time to time that would change this act 
one way or the other and effect the return of property. That is 
really the most serious thing we are facing. 

Mr. Cuieary. It constitutes much of the testimony we have to 
give, testifying with respect to amendments to the Trading with the 
Enemy Act which would relieve the Alien Property Custodian of this 
obligation I cited in section 39 of the Trading With the Enemy Act. 
There have been many amendments, for instance, which would per- 
mit the return of property to former alien owners, and, if such amend- 
ments were enacted, then neither the present claimants under sec- 
tions 5, 6, and 7 nor prospective claimants could look with much 
hope to the Alien Property Custodian as a source of funds. If he 
were required by an amendment to the law under which he operates 
to return the property, he would have no option. 

Mr. Corron. Thank you. 

Mr. Tuomas. Thank you very much, ladies and gentlemen. 
Happy New Year to all of you. 


TUESDAY, JANUARY 15, 1952. 
NATIONAL SCIENCE FOUNDATION 
WITNESSES 
DR. ALAN T. WATERMAN, DIRECTOR, NATIONAL SCIENCE FOUNDA- 
TION 
DR. CHESTER I. BARNARD, CHAIRMAN OF THE NATIONAL SCIENCE 
BOARD 
DR. DETLEV W. BRONK, CHAIRMAN OF THE EXECUTIVE COM- 


MITTEE, NATIONAL SCIENCE BOARD 

DR. JOHN FIELD, ASSISTANT DIRECTOR FOR BIOLOGICAL AND 
MEDICAL SCIENCES 

DR. PAUL E. KLOPSTEG, ASSISTANT DIRECTOR FOR MATHEMATI- 
CAL, PHYSICAL, AND ENGINEERING SCIENCES 

DR. HARRY C. KELLY, ASSISTANT DIRECTOR FOR SCIENTIFIC 
PERSONNEL AND EDUCATION 

WILSON F. HARWOOD, ASSISTANT DIRECTOR FOR ADMINISTRA- 
TION 

FRANE C. SHEPPARD, BUDGET OFFICER 


SALARIES AND EXpENSES 


Amounts available for obligation 


| } 
1951 actual | 1952 estimate | 1953 estimate 





Appropriation or estimate - - - $225, 000 $3, 500,000 | $15, 000, 000 
Unobligated balance, estimated savings................-..--.- | MILT 15050 5. dsii< nih ' 


Obligations incurred , | 150, 928 | 3, 500, 000 | 


15, 000, 000 








one by activities 













Description | 1951 actual | 1952 estimate 105 1953 estimate 
ea ‘ Se ee Ss ctisecmebertibetia 
Research policy development, and services. .........._...- $75, 463 $670, 000 | $835, 000 

2 Research support padkentiage Sehr sai 53, 472 1, 430, 000 | 8, 800, 000 
. Training of scientific manpower , pica 1a 21, 993 1, 400, 000 | 5, 365, 000 
Obligations incurred 7 “ 150, 928 | 3. 500, 000 15, 000, 000 


Obligations by objects 








Object classification | 1951 actual | 19522 estimate | 1953 estimati 





Total number of permanent positions A P : 36 124 | 134 
Full-time equivalent of all other positions 1 | 1 | 6 11 
Average number of all employees. - : 5 7 


78 142 
| 
Average salaries and grades: 
General schedule grades: 


Average salary ___. é iy } $4, 830 | $6, O54 $6, 043 
Average grade | GS-7.7 GS-9.1 GS-9.0 
Grades established by Director, National Science Found: 1- | | 
tion: | 
Moet liar oe | ; eee $13, 150 | $13, 900 | $13, 900 







Average grade ___ he a5 NSF- 17.3 NSF-17.2 | NSF-17.2 




















Personal services: 


Permanent positions. - nine $26, 681 | $456, 300 | $825, 400 
Part-time and temporary employ ment____.-_- PERE. 9, 362 | 43, 700 | 78, 700 
Regular pay in excess of 52-week base_ ee af 2, 000 | 2, 900 
Payment above basic rates | 1, 094 | 4,000 | 2, 000 
Payments to other agencies for reimbursable details 1, 192 | 6, 000 I-- PERT 
Total personal services Sickie aaa 38, 329 | 512, 000 | 909, 000 
02 Travel__......- -_— CSR ee 13, 856 | 95, 000 190, 000 
03 Transportation of things. ; : ‘ 2 1, 558 | 5,000 | 3, 000 
04 Communication services a Sano } 750 | 8, 000 | 10, 000 
05 Rents and utility services alii chien ee aureesicus 1, 800 | 2, 000 
06 Printing and binding 179 | 12, 500 | 20, 000 
07 Other contractual services i 38, 371 | 451, 100 | 445, 000 
08 Supplies and materials 5,116 | 16, 000 | 16, 000 
09 Equipment | 52, 701 | 40, 000 | 10, 000 


11 Grants, subsidies, and contributions... 2,356, 900 | 13, 393, 000 
Taxes and assessments... __- . rd | 68 1, 700 2, 000 














Obligations incurred____- ; HAIRS ; 150, 928 | 3, 500, 000 | 15, 000, 000 
| | 








Analysis of expenditures 


1952 estimate | 1953 estimate 


| 1951 actual 











$76, 901 $2, 276, 901 
3, 500, 000 15, 000, 000 
3, 576, 901 17, 276. 901 
2, 276, 901 12, 376, 901 


Unliquidated obligations, start of year...............--.------]----- 
Obligations incurred during the year_._-..........--.------ $150, 928 












Deduct unliquidated obligations, end of year___...._....---- 








Total expenditures...............-- 1, 300, 000 | 4, 900, 000 











Expenditures are distributed as follows: 
Out of current authorizations _ 


74,027 | 1, 223, 099 3, 100, 000 
Out of prior authorizations 


See St Ne | 76, 901 1, 800, 000 















Mr. Tuomas. Will the committee please come to order? 

It is nice to have with us this morning our friends from the National 
Science Foundation. The committee is quite honored to have such 
a distinguished array of scientists with us this morning. It is nice to 
have with us Dr. Waterman, Director of the Science Foundation; 
Dr. Chester I. Barnard, Chairman of the Board; Dr. Bronk, Chairman 
of the Executive Committee of the Board; Dr. John Field, Assistant 
Director for Biological Sciences; Dr. Klopsteg, Assistant Director 
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for Mathematical, Physical, and Engineering Sciences; Dr. Kelly, 
Assistant Director for Scientific Personnel and Education; Mr. Har- 
wood, Assistant Director for Administration, and Mr. Sheppard, 
Budget Offlcer. 

Have we overlooked any of those gentlemen who are here? 

Dr. Waterman. I think not. 

Mr. Tuomas. It is nice to see you all, and we wish you a happy new 
; new year. 
Dr. WarTeRMAN. Thank you. 


GENERAL STATEMENTS 





; Mr. Txomas. If any of you has a statement for us, or several of you, 
| we will be delighted to hear from you. 

Dr. WaterMAN. Thank you. 

Mr. Tuomas. It is a real pleasure to this committee to see so many 
_ distinguished scientists and students. 

Dr. WatrerMAN. Thank you, Mr. Chairman. As you have just 
remarked, the National Science Board is represented today by its 
Chairman, Dr. Barnard, and the chairman of the executive committee, 
Dr. Bronk. 

May I ask if a list of members of the National Science Board has 
been inserted in the record? 

Mr. Tuomas. They have been. It would not hurt to do it again. 
(The list above referred to is as follows:) 


MEMBERS OF THE NATIONAL ScrENCE BoarRpb 





















MAY 





TERMS EXPIRE 


1952 





10, 





Sophie D. Aberle, special research director, University of New Mexico, Albuquer- 
que, N. Mex. 

Robert P. Barnes, head, department of chemistry, Howard University, Washing- 
ton, D. C. 

Chester I. Barnard,! Chairman of the Board, president, Rockefeller Foundation, 
New York, N. Y. 

Detlev W. Bronk,! chairman of the executive committee of the Board, president, 
the Johns Hopkins University, Baltimore, Md. 

Gerty T. Cori, professor of biological chemistry, School of Medicine, Washington 
University, St. Louis, Mo. 

Charles Dollard, president, Carnegie Corp. of New York, New York, N. Y. 

Robert F. Loeb,! Bard professor of medicine, College of Physicians and Surgeons, 
Columbia University, New York, N. Y. 

Andrev A. Potter, dean of engineering, Purdue University, Lafayette, Ind. 














TERMS EXPIRE 





MAY 10, 1954 





Lee A. DuBridge,! president, California Institute of Technology, Pasadena, Calif. 

Donald H. McLaughlin, president, Homestake Mining Co., San Francisco, Calif. 

George W. Merck, president, Merck & Co., New York, N. Y. 

© Joseph C. Morris,'! head of physics department and vice president, Tulane Uni- 
versity, New Orleans, La. 

Marston Morse, professor of mathematies, the Institute for Advaneed Study 
Princeton, N. J. 

James A. Reyniers, director, Lobund Institute, University of Notre Dame, 
Notre Dame, Ind. 

Elvin C. Stakman,' chief, division of plant pathology and botany, University of 

‘ Minnesota, St. Paul, Minn. 

'  Patriek H. Yancey, 8S. J., professor of biology, Spring Hill College, Spring Hill, Ala, 


Member of the executive committee, 
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TERMS EXPIRE MAY 10, 1956 


James B. Conant,' president, Harvard University, Cambridge, Mass. 

John W. Davis, president, West Virginia State College, Institute, W. Va. 

Edwin B. Fred,! Vice Chairman of the Board, president, University of Wisconsin, 
Madison, Wis. 

Paul M. Gross,! vice president and dean of the Graduate School of Arts and 
Sciences, Duke University, Durham, N. C. 

George D. Humphrey, president, the University of Wyoming, Laramie, Wyo. 

O. W. Hyman, dean of Medical School and vice president, University of Tennessee, 
Memphis, Tenn. 

Frederick A. Middiebush, president, University of Missouri, Columbia, Mo. 

Earl P. Stevenson, president, Arthur D. Little, Inc., Cambridge, Mass. 


EX OFFICIO MEMBER 





Alan T. Waterman, director, National Science Foundation, Washington, D. C. 


Dr. WarerRMAN. From my staff, the four men you named are the 
-heads of divisions of our organization related to the work in science 
and education and in administration and, if I may, I would like to 
insert a biographical record of these and other senior members of 
the Science Foundation. 

Mr. Tuomas. Surely. 
(The matter above referred to is as follows:) 


BIOGRAPHICAL SKETCHES OF SENIOR STAFF MEMRERS 


Alan T. Waterman, Director: Deputy and Chief Scientist, Office of Naval 
Research, 1946-51. Associated with the administration of the broad program 
of basic research of interest to the Navy carried out in colleges and universities. 
Served as deputy and later Chief, Office of Field Service, Office of Scientific 
Research and Development, 1943-46, engaged principally in solving problems 
arising from the operational utilization of newly developed weapons. Vice 
Chairman, Division D, National Defense Research Committee. Member of 
Division 14 and special assistant to NDRC member, Karl T. Compton, 1942—43, 
handiing projects relating to development of radar, and other wartime applica- 
tions in physics. Awarded Medal for Merit in 1948 for war service in the Office 
of Scientific Research and Development. Member of faculty, Yale University, 
1923-42. Chief reader in physics, College Entrance Examination Board, 1935—41 
and chief examiner in physics, 1937-49. Research: Conduction of electricity 
through solids; thermionic photoelectric emission and allied effects; electrical 
properties of solids. Membership: Fellow, American Association for the Ad- 
vancement of Science; American Physical Society; American Association of Physics 
Teachers; New York Academy of Science. Ph. D., Princeton. 

Charies IE. Sunderiin, Deputy Director: Scientific liaison officer, deputy 
scientific director, and scientific director, Office of Naval Research, London, 
1946-51. Member of the faculty, United States Naval Academy, 1941--46, 
and Union College, New York, 1938-41. Naval officer, World War II. Editor, 
Europe Scientific Notes. Research: Organie phosphorous and nitro compounds. 
Membership: American Association for the Advancement of Science; American 
. Chemical Society ; Biochemical Society; Faraday Society; fellow, Chemical Society 
of Great Britain; Roya: Institution. Rhodes scholar from Montana, 1933-36. 
Ph. D., Rochester. 

John Field, Assistant Director for Biological and Medical Sciences: Chairman, 
department of physiology, University of California Medical School at Los Angeles, 
on leave of absence. Member of the faculty, Stanford University, 1925-51. 
On leave to serve as head, Biology Branch, Office of Naval Research, 1949-51. 
Member, panels on Arctic environment and physiology, Research and Develop- 
ment Board, Department of Defense. During World War II studied prevention 

- and treatment of injuries due to cold for Committee.on Medical Research, Office 
of Scientific Research and Development. Meritorious Civilian Award, 1946. 
Research: Cell metabolism, mechanism of drug action, enzyme kinetics, influence 
of temperature on metabolism and enzyme action, cold injury. Membership: 
Fellow, American Association for the Advancement of Science; American Phys- 


1 Member of the executive committee. 
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iological Society; Society for Experimental Biology and Medicine; fellow, Amer- 
ican Medical Association; Western Society of Naturalists; California Academy of 
Medicine. Ph. D., Stanford. 

Paul E. Klopsteg, Assistant Director for Mz.thematical, Physical, and Engi- 
neering Sciences; Directer of research, the Technological Institute, and professor 
of applied science, Northwestern University since 1944. President, 1930-44, and 
director of research and manufacturing, 1921-30, Central Scientific Company. 
Chief, Division 17 (physics, special devices), Nstional Defense Research Com- 
mittee, 1940-45; Assistant Chief, Office of Field Service, Office of Scientific Re- 
search and Develepment, 1944-45. Medel for Merit with Presidential citation, 
1948. Chairman, Committee on Prosthetic and Sensory Devices, National Re- 
search Council, 1945; organized artificial limb research program for United States 
Army and Veterans’ Administration; since 1947 chairman, Advisory Committee 
on Artificial Limbs, National Research Council. Chairman, Board of Governors, 
Argonne National Laboratory, 1949; member, Security Survey Panel, Atomic 
Energy Commission, 1950. Physicist, Leeds & Northrup Co., 1918-21. Devel- 
opment engineer, United States Army, 1917-18. Member of faculty, University 
of Minnesota, 1916-17. Research: Besic theory of electrical measuring instru- 
ments, calorimetry, surface tension, high vacuum; development of demonstration 
devices in physics. Membership: Fellow, American Association for the Advance- 
ment of Science; American Physical Society; American Institute of Physies; 
American Association of Physics Teachers, president-elect, 1952; Optical Society 
of America; Neweomen bdociety; American Society for Engineering Education; 
Engineering College Research Council. Contributor to Enevelopedia Britannica. 
Ph. D., Minnesota; de. D. (hon.), Northwestern and Wesleyan. 

Harry C. Kelly, Assistant Director for Scientific Personnel and Education: 
Head, Scientific Section, Office of Naval Research, Chicago, 1950-51. Chief, 
Scientific and Technical Division, Supreme Commander Allied Powers (Japan), 
1946-50. Meritorious civilian award for work as science adviser, United States 
Army, 1949. Research essociate for radar development, Rediation Laboratory, 
Massachusetts Institute of Technology, 1942-45. Director of laboratories, St, 
John’s College, Maryland, 1941-42. Member of faculty, Montana State College, 
1937-41. Research: Fundamental electronics, semiconductors, heat transfer, 
cathode ray tubes, electron energy distribution in Townsend discharge. Member- 
ship: Fellow, American Association for the Advancement of Science; American 
Physical Society; American Association of Physies Teachers; honorary member, 
Physical Society of Japan. Ph. D., Massachusetts Institute of Technology. 

Wilson F. Harwood, Assistant Director for Administration: Executive assistant 
to the Director, National Bureau of Standards, 1951. Project leader, surveys of 
research and development activities, Defense Management Committee, Depart- 
ment of Defense, 1949-50. Consultant, Commission for the Reorganization of the 
Government of Puerto Rico, 194°, and Bureau of Plant Industry, Agricultural 
Research Administration, 1949. Administrative officer, Office of Naval Research, 
1947-51. Budget officer, Naval Research Laboratory, 1946-47. Administrative 
analyst, Bureau of the Budget, 1943-46. Naval officer, World War II. B. A., 
Stanford. Graduate Study: University of Chicago and American University. 

William A. W. Krebs, Jr., General Counsel: Counsel to Security, Raw Materials, 
and Reactor Development Divisions, Atomic Energy Commission, 1947-51. 
\ttorney, Office of General Counsel, Navy Department, 1946-47. Naval officer, 
World War II, assigned to Office of the Under Secretary of the Navy; staff, 
Commander Air Force, Pacific Fleet; United States Strategic Bombing Survey of 
Japan. Attorney, Office of the General Counsel, War Production Board, 1942-43. 
Associate, law firm of Cravath, de Gersdorff, Swaine & Wood, New York, 1941-42. 
LL. B., Yale. 


Dr. Waterman. I plan today, if this meets with the approval of 
your committee, to make a brief statement concerning the activities 
and in justification of the budget estimate of 1953 and then call on the 
members of my staff for a very brief, 5-minute statement of the work 
of their divisions. First, with your permission, I would like to call 
on Dr. Barnard for a statement, as Chairman of the National Science 
Board. 

Mr. Tuomas. Dr. Barnard, it will be nice to hear from you. 
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STATEMENT BY THE CHAIRMAN OF THE BOARD 


Dr. Barnarp. My remarks will be general and, fortunately for you, 
I am out of voice this morning. I am not supposed to talk long. 

I am recently elected Chairman of the Board. I have been a 
member of it since its organization. My principal function now in life 
is president of the Rockefeller Foundation and president of the 
General Education Board, both of which have been private founda- 
tions primarily interested in research for a good many years. They 
call me “Dr. Barnard,” but actually I am not a scientist; I am a 
businessman. I have been for 25 years president of one of the large 
telephone companies, and in a business of that kind I have had con- 
stant contact with scientists and know a good deal about the ways of 
scientists and how they work, without being one myself. 

The committee will recall the National Science Foundation got off 
to a rather slow start both in the enactment of the enabling legislation 
and later in the organization of the Board. The act was approved, 
I think, on May 10, 1950. The Board did not get organized until 
December 1950. The Director was not appointed until about 3 
months afterwards. Then there was an unavoidable delay in the 
passage of the appropriation bill last year which slowed things up. 
From my point of view, from the long-run interest, this, while un- 
fortunate, is not vital by any means. 
























ORGANIZATION AND RESPONSIBILITY OF 





THE 





BOARD 


I would like to say a few words to you about the organization of the 
Board and its responsibility under the act The responsibilities of the 
Board include the review and approval of grants and fellowships. 
That is quite specific as compared with most boards. 

This Board is made up of educators and scientists and a few men of 
affairs, all of whom, I think, have been associated with scientific ac- 
tivities from all over the country. The geographic representation is 
good. I think the competence, if I may say so, is extraordinaril) 
high. The members all take their work seriously, with almost com- 
plete attendance at any meeting. Of course, with a board of 24, vou 
could hardly expect some would not be sick or have urgent business. 

The Board has given careful attention to all questions of policy, 
including the budget. As it becomes seasoned and organized, it will 
be in a position to perform one of the major functions of its institution, 
which is to give mature and unbiased judgment to Congress on matters 
relating to science, particularly fundamental science. It is unneces- 
sary for me to talk about this budget in detail, although I am thorough- 
ly familiar with it. 1 would like to make a few general remarks based 
on experience and observation. 

First, this is one institution at least in this Government which is so 
organized as, I think, to insure. it will not be a bureaucratic institution 
I think that is exceedingly important, especially in this body. Under 
the act, the Foundation is not entitled to engage in any research itself 
and that is very important as a means of preserving this avoidance of 
a bureaucratic organization and a bureaucratic attitude, which is 
something which not only concerns the country but also has been a 
matter of some concern to the scientific world. 

Second, as I observe it, the operation of this particular kind of thing 
is the opposite of the ordinary run of affairs. If I may go back to the 














































telephone business, if you have to put in a telephone line, vou give the 
foreman an order, the men, no fac ilities, and say ‘‘Go ahead and build 
it and get it done next week” or “next month.” That does not seem 
to be the way in which you can on fundamental research done. There 
is always an element of uncertainty as to possibility of any particular 
field being amenable to research as carried on and also uncertainty 
as to whether vou can find the people interested and qualified in carry- 
ing On a particular field of work. Therefore, you are somewhat in 
the position of placing .bets on their success and hoping you will get 
results. Some results will be exceedingly important, but vou cannot 
guarantee results for any particular effort at any particular time. 

The third thing I would like to impress on the committee as a matter 
of my judgment is that although sometimes fundamental research 
results very promptly in results of practical interest, very frequently 
it isa pretty slow operation—sometimes quite surprisingly slow. Iam 
thinking now of hybrid corn, which is of very fundamental importance 
to this and other countries. 1 think the original work of crossing 
hybrids goes back to 1910 in the Connecticut experiment station. It 
was only in the middle thirties that it really began to work. With 
pressure, a great many things can be converted into practical results, 
and I have no doubt, as far as the defense aspects and interest in this 
work are concerned, pressure will be available. Nevertheless, the 
approach to this particular effort is the long-run interest of the country ; 
not the quick-run, short-operation results. 

The next thing I would like to call attention to is the importance of 
maintaining a pool of competent people. You are familiar, 1 am sure, 
with the idea of giving scholarships and fellowships; but, as I see it, 
it is something that is a good deal more important even than that. 
although that is a stage that is understandable; that is, that people 
with scientific proclivities and training shall be engaged and actually 
apenniing in the scientific field. That aspect of the approach to re- 

search projects has not been in most cases sufficiently emphasized. If 
mies are going to find out in the time you need to have these projects, 
you have to have people trained for them and pe ople who are active in 
them. The only way they can be active in them is by currently en- 
gaging in scientific research. 

We had demonstrated, I think to a spectacular degree, the conse- 
quence of that in the last war, because many sc ientiste were pulled 
off other things they were naturally fitted for to develop radar, 
proximity fuzes, atomic energy, and so forth. If there had not been 
available in this country, as well as those we borrowed from other 
countries, men actively engaged in scientitic work, | am pretty sure 
we could not possibly have accomplished the results we did. So 
that aspect, I think, should be constantly borne in mind as being of 

very first importance. 

The next thing I have to say is that in the nature of the case at 
any one time ther e are many gaps in scientific knowledge and scientific 
research that is going on. To what extent the National Science 
Foundation can help to see that currently important gaps are being 
worked on I think is a matter that can be determined by experience, 
because it is not feasible to get a great deal of work done by mere 
direction. Nevertheless, there are important gaps. 

The engineering fraternity is constantly telling me and others that 
the maeversihian are not developing the kinds of physicists that some 
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of them find very important. I think the only exception to that is 
Cornell, because their interests lie elsewhere. I have no doubt and 
I should say the observation of the Rockefeller Foundation is that 
there are many important fields that need to be promoted and devel- 
oped in the scientific fraternity if it can be done. 

Finally, I would say to you that in the long run the world problem 
of this country in connection with this great effort is as to the ele- 
ment of the supply of manpower that is interested, qualified, and 
equipped to undertake scientific and technical work which the 
country requires. This civilization, particularly in this country, has 
become so highly technical that we are going in the future to be 
dependent upon the volume of men fitted for this kind of work. And 
that is going to depend on the quality of secondary education and 
finally college education. 

Mr. Tuomas. That is a very fine statement, Doctor. 

Let me ask you one question. You put your finger on it as your 
main problem; that is getting prepared and having not only trained 
men but men actually working in the scientific field as the body of 
manpower. The question is, How are we going to get it and who is 
going to pay for it? Should the Federal Government pay for it? 

Dr. Barnarp. Yes; I think we should pay for the most of it. We 
never will pay for all of it and do not need to pay for all of it. But 
on the scale that the future calls for, I doubt very much if anybody 
but the Federal Government will have either the resources or the 
fundamental interest to do it. 

Let me give you a concrete illustration. If there is anything of 
interest to this country, it is the production of wheats that will resist 
rust. We are now facing the danger of rust sweeping through the 
wheat country from some source arising in New York State. The 
Rockefeller Foundation, working in Mexico on the Mexican problem, 
has developed a rust-resistant wheat which might be of great impor- 
tance to this whole Nation. It is not a local proposition. 

Perhaps the second thing I should say is that talent seems to have 
developed spontaneously in different areas and may apply to one area 
of the country only as a byproduct. I would like to illustrate by re- 
ferring to Sweden. Sweden’s/population is about the same as that of 
New York State. It is small compared with the United States. 
Thousands of people develop science and scientific talents in Sweden. 
It far exceeds that of any other country—Germany, France, England, 
the United States, or Russia. Why that should be, I do not know. 
But you have to support talent where you can get it, and I do not 
think we can rely on local or merely philanthropic resources to do it. 
In the ultimate, the maximum you are going to be able to spend on 
this kind of effort by the Government is going to be a very small pro- 
portion of the total cost of Government. But that is going to be due 
to the bottleneck in men rather than the need and opportunity for 
work. 

Mr. Tuomas. You said we not only need manpower, men scien- 
tifically trained and engaged in science—and I doubt whether there 
will be any disagreement with that statement—but your next state- 
ment was that the Federal Government is going to have to pay for it. 
From the practical angle, that is going to be the answer. That leads 
to this thought. Of course, we realize this act does not give to the 
National Science Foundation any authority to engage in research 
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itself, but now the Federal Government has many, many irons in the 
fire affecting this field one way or the other in the way of subsidies, 
not only for the training of scientists but for carrying on specific 
research projects. ‘The Navy has a program; the National Advisory 
Committee for Aeronautics has a program; the Atomic Energy Com- 
mission and several others that I could mention have programs. Is 
it advisable to leave those programs as they are, each one going its 
own way, or should they be consolidated under one head and, if so, 
is the National Science Foundation the spot to put it in, where the 
activities can be more or less correlated with the idea of holding down 
if possible, the cost and certainly to have some degree of coordination 
in the efforts of everybody. Instead of having everybody working 
all over the lot and throwing balls in every direction, let us have some- 
body calling the signals and hoping that at least we will have a firm 
basis upon which to work. Whether we get results today or tomorrow 
or 10 years from now is another question. That is more or less faith 
in the program. We have faith in the program; we know sooner or 
later it will pay off; but, during the interim period, it is best to have 
something of a chart to go by. 

Dr. Barnarv. I understand the act really contemplates the kinds 
of research we are talking about will be done under the direction of 
this body and will not be dissipated throughout the Government. 
There is some now so done. There is not enough so done, but what 
there is, is scattered all through the Departments of Agriculture, Navy, 
Air Force, Atomic Energy Commission, and the various others you 
mention. ‘To get a more sensible and economical coordination of that, 
that could be handled in this body provided it was an operating body. 
On the other hand, this Board has been concerned very much that 
Congress should not ask it to develop work or talents, processes, and 
so forth, that may be of interest. That may be done where it is 
now and not make this Board the working talent, the practical working 
outfit, but to gather together those great fundamental aspects which 
all of the departments are interested in having done but are not 
ordinarily equipped or organized with the kind of people who can 
most effectively supervise that kind of work. That is my answer. 

And I want to say this in respect to your question, because 1 do 
not think you want to forget, that the State governments, private 
colleges, universities, and foundations are putting large sums of money 
into this field, too. I see no reason why that should not continue. 
It is not a question of the Government’s exclusively taking charge. 
I do not think all of them together will be sufficient to serve the 
interests of the people of this country in view of the kind of world we 
have developed, if you call it “development’’—I think it is—whether 
in peace or war, or in preparation for war. 

Dr. Warerman. If I might speak to this question, we have done 
some considerable thinking on this, of course, because this seems to be 
one of the actual responsibilities of the Foundation, and we have 
discussed this with other departments and the Bureau of the Budget 
in the light of the act creating the Foundation—the opportunity which 
[ believe is in the general subject of research and education. 

For example, in connection with fellowships, where the emphasis 
is on general training in science, it seems to me for reasons you brought 
out they should be centered in the National Science Foundation 
which has that as its explicit charter. Now, the fellowship, of course, 





is for training rather than the accomplishment of research and is 
awarded on a competitive basis; so this is the way in which we get 
highly trained manpower in science. 

When it comes to the interest of other departments that have 
special missions, their work more appropriately is along special lines 
of training or special kinds of research, special-purpose research, 
which is related directly to their mission. In the same way, in our 
support of basic research, that again should be fundamental, general- 
purpose research, leaving to the departments the research which is 
closely related to their missions and in fields closely related to their 
missions. I think we have a clear understanding on that point. 

Mr. Tuomas. Is there any other statement? 


NATIONAL SCIENCE POLICY 


Dr. Waterman. I would like, if I may, to point out that the three 
major responsibilities we have are the development of a national! 
science policy, the support of basic research, and the training of 
scientific manpower. 


DEVELOPMENT OF NATIONAL SCIENCE POLICY 


The need for the development of a national science policy is one 
of the primary reasons for the establishment of the National Science 
Foundation. This cannot be better expressed than was done by the 
Hoover Commission, which expressed it in this way: 


The major functions (of the National Science Foundation) should be (a) to 
examine the total! scientific research effort of the Nation; (b) to assess the proper 
role of the Federal Government in this effort; (c) to evaluate the division of 
research effort among the scientific disciplines and among fields of applied research 
and (d) to evaluate the key factors that impede the development of an effective 
national research effort. Based upon its investigations, it should advise ih: 
President as to the measures necessary to establish a sound scientifie researeh 
program for the Nation * * *. In addition, it should advise the President 
as to the proper balance among research grant and fellowship programs supported 
by appropriations given to other Federal agencies, and as to major policies that 
should govern the administration of these programs. 

With further reference to the matter of the national science policy, 
let me mention that in its act, the National Science Foundation is 
required to present to the President an annual report for transmission 
to the Congress on or before January 15. In compliance with this 
requirement, the annual report of the Foundation for 1951 was sent 
to the President and has as of this date been transmitted by him to 
the Congress. 1 should like to read the covering letter of transmitta! 
from the President: 

To the Congress of the United States: 

I transmit herewith the first annual report of the National Science Foundation 

No thinking citizen can fail to reeognize the swift rise of science in the last 
decade to a point where it exerts an enormous influence én the structure of world 
power and peace. No one can successfully dispute the importance of maintaining 
and increasing in this country the vitality of the basic research upon which al! 
technological development—-and therefore our economic progress and national! 
security—is dependent. The legislation creating the National Science Foundation 
arose out of the experience in the last war that only by continued support of 
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basic research can this Nation maintain its leadership. It resulted from a 
bipartisan recognition of these facts, and was almost unanimously supported 
throughout the Nation. 

The Foundation is much more than a new executive agency added to those 
already in existence with a research mission. It was conceived as a much-needed 
keystone in the structure of the national research program. Its principal task 
is to appraise the rapid growth of research activity, both public and private, and 
to recommend the broad goals toward which this massive effort should be chan- 
neled. In addition, the Foundation will support those areas of basic research 
and scientific training where the needs are most acute and will ultimately assume 
major responsibility for the Federal Government’s support of basic research 
through grant or contract. As long as the Federal Government continues to be 
the largest factor in the national research effort, it must frankly face the respon- 
sibility to insure that this effort is conceived and executed soundly and effectively. 

The results to be obtained from the operation of the Foundation far outweigh 
its cost. The Foundation’s annual budget represents no more than a small 
fraction of the annual Federal outlays for research and development. The funds 
involved represent a long-term investment in the national security no less than 
the funds presently being invested in the expansion of productive capacity to 
carry us through a long period of partial mobilization. 

Harry 8S. Truman. 

This statement of the President bears on some of the questions you 
had, Mr. Chairman, which have heen thought very seriously about in 
the Foundation, and we are ready to proceed on them. 

I have already told you about the organization in introducing these 
men who are here—the division of responsibility for the major work in 
the biological and medical sciences, mathematical, physical, and 
engineering sciences. Each one has associated with it a divisional 
committee of experts in its field which is ready to advise on policy and 
the program of the division. 


RESEARCH SUPPORT 


The largest item in the 1953 estimate before you is for research 
support, which amounts to $8,800,000. It is divided equally between 
biological and medical sciences, and the mathematical, physical, and 
engineering sciences. 

In the support of research, I should especially like to emphasize 
this point: The distinction between support of research which we have 
decided to do by grants is a different thing entirely from the fellow- 
ship program. In carrying out the support of research, the Founda- 
tion will do this by means of grants to nonprofit research institutions 
for scientific research projects to be performed by special individuals 
or small groups at the institution. 

As you know, the Foundation is not allowed to operate research 
laboratories. In general, grants are based on proposals by competent 
investigators which are presented to the Foundation with the endorse- 
ment of their institutions. 

In the selection of those research grants which are to receive sup- 
port by the Foundation, the following factors are important. First, the 
scientific merit of a proposed project, as evaluated by expert research 
consultants; second, the competence of the investigator and the 
adequacy of his facilities; third, the interest and backing of the 
institution itself; fourth, the soundness of the budget proposed for 
the project; fifth, the evaluation of the proposal with respect to cur- 
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rent research in that area; sixth, the interest on the part of the Gov- 
ernment, especially as represented by its research agencies; seventh, 
the contribution which the project will make to the over-all program: 
and, finally, its cost in relation to the available budget. 

So the aim of the research grant is the accomplishment of a par- 
ticular piece of research chosen after a highly selective evaluation of 
proposals which are received by the Foundation. 


TRAINING OF SCIENTIFIC MANPOWER 


The other major item is the training of scientific manpower, which 
carries an item of $5,360,000. The major portion of these funds is for 
the award of graduate fellowships. This is of special importance now 
because of the demand which is increasing for a supply of trained 
scientists and engineers. The distinction here is that graduate fellow- 
ships, as opposed to the support of basic research, are awarded by the 
Foundation for advanced training in science, and not for the accom- 
plishment of specific research. Fellows are selected on the basis of 
ability only, from applicants who have received a bachelor’s degree or 
the equivalent of a bachelor’s degree. The selection is very highly 
competitive, therefore, and is no respecter of the origin of the applica- 
tion. Any United States citizen who satisfies the requirements may 
apply. Only in case of substantially equal ability is the Foundation 
permitted to take into account other factors, such as geographic 
distribution. The candidates selected for awards are free to enter the 
graduate school of any accredited institution which will accept them. 


SCIENTIFIC INFORMATION 


I should also state that one of the most significant aids to the whole 
effort of science is the matter of dissemination and exchange of 
scientific information. The volume of current scientific literature, the 
demands made on scientific journals for publication of research, and 
the volume of Government and contractors’ reports are so large that 
it is very important that methods be found of classifying this material, 
abstracting it, and making sure in the end that each research investi- 
gator gets promptly the material in the country which he needs. In 
basic research, one of the best ways of avoiding unnecessary duplica- 
tion is quick and accurate dissemination of the information which is 
needed, The reason is clear, because the research man must make an 
original contribution. If he knows another man is doing the job 
adequately, it is professional suicide for him to try to do the same 
thing. So one of the best safeguards against duplication is this quick 
dissemination. 

It is quite proper to ask here: What is the relation of this program 
to national defense in the present emergency? This is stated in the 
first annual report of the Foundation. I would like to quote from that: 

Since both the degree and the duration of the present emergency are uncertain 
it is clear that the United States must—(a) with all dispatch, put itself into what 
the military call operational readiness, and (b) take the necessary steps to maintain 
itself in this state of readiness for ‘an extended period, perhaps for many years 


This should be done with the realization that at any time the emergency may tur! 
into a crisis. 
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In respect to science, our national policy requires that urgent military uses of 
science should be expedited, where these uses may be put to practice in a short 
time, say 2 or 3 years. Clearly, this should be done with all the care that can be 
spent on an emergency problem. The United States certainly cannot undertake 
all possible scientific applications in a limited period and hope to complete them 
in time for operational use. There must be careful selection as to the practical 
uses which are both feasible and high priority. 

This country also must remain in scientific readiness over a long period of years. 
This will require the utmost effort to strengthen our scientific progress and main- 
tain that strength at the highest possible level. In this second phase, the United 
States must keep the initiative, scientifically speaking, in as direct a sense as it 
intends to keep the initiative with respect to the effectiveness of its military forces. 
It is here that the program of basie research, to be supported by the National 
Seience Foundation, can be most effective. 

With those general remarks, if this meets with your approval, I 
would appreciate it if you would call on the heads of our divisions for 
very brief statements of their work. 

Mr. Tuomas. We will be delighted to do that. 

Dr. WaterMAN. First [ would like to call on Dr. Field, Assistant 
Director for Biological and Medical Sciences. 


BIOLOGICAL AND MEDICAL SCIENCES 


Dr. Fietp. Mr. Chairman and members of the committee, my 
name is John Field. {fam Assistant Director of the National Science 
Foundation for Biological and Medical Sciences. I am here on leave 
of absence for a year from my post as chairman of the department of 
physiology in the new school of medicine of the University of Cali- 
fornis at Los Angeles. I might remark that it is an act of real devotion 
to leave California to go anywhere, even to the National Science 
Foundation. 

It is my purpose to discuss two topics. They are not high policy 
topics. These are briefly, first, the basic research support program for 
biological and medical sciences for which, as you know, we are request- 
ing the sum of $4,115,00 for the fiscal year 1953, and, second, to out- 
line operational procedures for our entire research support program. 

Facts and figures from current operations indicate that the 
$4,115,000 requested will only partly meet the need for the support 
of basic scientific research in the biological and medical sciences for 
fiscal year 1953. While requests for support came in slowly at first, 
due to our necessarily late start, the dollar value of such requests 
averaged about $500,000 during November and December. It is now 
rising. For the first 10 days of this calendar year, the rate was rapidly 
approaching $1,000,000 a month in requests. 

The requests now in hand came from 73 institutions throughout 
the land. Forty of these are private universities or colleges; 31 are 
public institutions, and two are national nonprofit organizations. All 
sections of the country are well represeifted except some Rocky Moun- 
tain States. 

The table on page 24 of the budget justification shows the general 
pattern of biological and medical research support. ‘This pattern was 
developed with the aid of scientific leaders. The aim was to deter- 
mine the most important and promising avenues of progress in the 
biological and medical sciences which are not receiving adequate 
support. 
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An interesting example of this is photosynthesis. This is the process 
by which plants trap solar energy and store it as chemical energy. 
Sunlight is the only external energy which continuously reaches the 
earth in significant amounts. No theoretical restrictions stand in the 
way of fairly complete conversion of light into chemical, mechanical, 
or electrical energy. However, such conversion requires a mechanism 
able to intervene at the instant the light strikes an absorbing surface 
and thus prevent this energy from being lost as heat. Man has not 
solved this engineering problem, but the greén plants have, and man 
would not be here today unless they had done this long ago. 

Photosynthesis is the ultimate source of all food and fuel. The 
over-all efficiency of photosynthesis is low. Only about 1 percent of 
the light energy falling on the land is now trapped by plants. There 
is good reason to believe that the efficiency of this process can be 
sharply increased. Each 1 percent rise would, in effect, double the 
area of arable land. We propose to support the pioneering work 
necessary if this is to be done. Basic research is always essentially a 
matter of pioneering. 

Within broad fields, such as those listed on page 24 of the budget 
justification, we propose to support research without specific direction 
and without interference with the scientists. Like love, basic research 
cannot be demanded or bought. However, I think it is fair to say that 
money can smooth the path of both. 

Mr. Tuomas. I does not hurt any; does it? 

Dr. Freip. It does not hurt any; it helps much. 


PROCEDURES FOR RESEARCH GRANTS 


Our operational procedure currently used for our entire research 
support program may help to show how this is done. I will nowout- 
line this procedure. First, proposals for financial support of basic 
research are initiated by scientists in research institutions. They 
really begin as a gleam in a scientist’s eye, are developed, and are 
forwarded to the Foundation. Second, incoming proposals are 
reviewed by the full-time staff of the Foundation. Third, proposals 
that appear to be within the planned program of the Foundation are 
evaluated by advisory groups composed of eminent scientists who 
serve as part-time consultants to the Foundation. 

Fourth, proposals that are deemed meritorious by advisory groups 
and are within the planned program of the Foundation are reviewed 
by the senior staff of the Foundation and the Director. 

The fifth step is that the Director determines that final action shall 
be taken on a group of proposals. Then the Director turns to the 
Board. 

The sixth point is that a brief statement describing each proposal 
is forwarded to members of the National Science Board in advance of 
a Board meeting. We give them enough time so that they can read 
them and not enough time so that they will forget them. At this 
meeting the Board appraises the proposed action of the Director. 
No scientific research grant is made without Board approval. 
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The seventh point is that, after Board approval, a grant is made 
for a specific amount to an institution for the use of a particular 
scientist. 

The eighth point is that the term of the grant ranges from one to a 
maximum of 5 years. 

While research work is neither controlled nor directed by the 
Foundation, careful administrative controls are maintained over the 
expenditure of all funds. This is in contrast to the other situation. 
This procedure may also be outlined in a series of steps briefly as 
follows: 

(a) Payment is made on a quarterly, semiannual, or annual basis. 

(6) Our scientific staff reviews periodic written reports on the 
progress of the research work. 

(c) Our business staff reviews periodic financial reports. 

(d) Members of the scientific and business staffs of the Foundation 
visit the project to review the progress of the work and to check the 
accounting for the work. 

(e) Funds unused at the completion of the work revert to the 
Foundation. 

I might remark that institutions are in business in the long term. 
They will hope to receive a series of grants. This will lead them to use 
granted funds with care. 

To summarize all this, the rate at which funds are now being re- 
quested for basic scientific research support shows that the sum of 
$4,115,000 asked for support of basic research in the biological and 
medical sciences in fiscal year 1953 will fall far short of the need and 
capacity. Basic research will be supported in important and promising 
fields. Specific problems will be initiated by scientists themselves. 
Those falling within the planned program of the Foundation and 
deemed meritorious by the Foundation consultants, staff, and Board 
will be supported to the extent funds are available. There will be 
no interference with the freedom of the scientist to plan his work. 
There will be careful administrative control of expenditures. 

Mr. Tuomas. That is a very nice statement, Doctor, very fine. 

Dr. WarermMan. Next I would like to call on Dr. Klopsteg. As- 

sistant Director for Mathematical, Physical, and Engineering Sciences. 


MATHEMATICAL, PHYSICAL AND ENGINEERING SCIENCES 


Dr. Kiopstec. My name is Paul E. Klopsteg. I am Assistant 
Director of the National Science Foundation for Mathematical, 
Physical, and Engineering Sciences, which includes all except the 
medical and biological fields. In my usual occupation, I am diocretr 
of research and professor of applied science at the Technological Insti- 
tute of Northwestern University. From the biographical sketch 
placed in the record earlier, you will see that I haven’t always been a 
professor. ,For more than 20 years I was in industry and commerce. 
My war service was in Dr. Bush’s organization, part of it in the 
Central and Southwest Pacific areas. During the past 7 years | 
have had much to do with the improvement and development of arti- 
ficial limbs. Most of my career has in some way been identified with 
research. 
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To the biographical facts I should add that I did not come io 
Washington for a Government job. It would have been easier not 
to come. It meant maintaining two places of residence and substan- 
tial travel expense. It meant exchanging pleasant living and com- 
fortable surroundings for what you can find in Washington. I know 
you gentlemen have had similar problems. 

Let me say, however, that this is not a complaint. I came here 
with a strong conviction that the National Science Foundation can 
become an asset of immeasurable value to our Nation if it has the 
support of all who realize the importance of a strong program of basic 
research. To help build a strong America is a challenge for any 
patriotic citizen. The challenge is compelling. I came here to accept 
that challenge. 

For the numerous fields in my Division that are tabulated on page 
36 of the justification, we ask $4,115,000. I shall not repeat the 
procedures, because they have been accurately outlined by Dr. Field. 
I might say the pattern of the Division of Mathematical, Physical, 
and Engineering Sciences is very similar to that in biological sciences 
in that the rate of incoming proposals is increasing rapidly and that 
the total to be expected for the fiscal year 1953 very greatly exceeds 
the amount weask. These fields in the tabulation represent unlimited 
opportunities for basic research. Upon their cultivation our economic 
future largely depends. Our national security—indeed, our national 
existence—depends on the success with which we explore them. ‘To 
neglect this would be like drawing on an account without making 
deposits. There can be no overdraft when the medium of deposit is 
scientific knowledge derived from basic research. 

Although this Division is the one most recently activated, we are 
receiving many proposals for research. People have heard that the 
Division is open for business, and the proposals are their response. 
They cover a wide area both as so subject and origin. 

As an interesting example of what is coming in, there are several 
from different sources relating to precipitation from clouds. As you 
know, this can be very important, for if research can point the way 
to making a particular cloud formation shed its water on one particu- 
lar area or preventing its happening over another, there will be at 
hand a substantial addition to our agricultural resources. Before 
precise, practical applications can be developed, much more research 
on a wide scale is needed in mathematics, physics, and the earth 
sciences. Among our jobs is that of studying such proposals, with 
the help of competent specialists, to make sure that they properly fit 
an over-all program. 

Another illustration, which I cite merely as a related problem on 
which we shall probably receive proposals, is the exploitation of the 
unlimited reservoir of the oceans as a source of fresh water on such a 
scale that it might be used for irrigation as well as in large centers of 
population. This would involve not only getting the salt out of the 
water but also putting the water wherever it may be needed. Is it 
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feasible to transport it from seaside to dry plains many miles away, at 
high elevations, such as we have in our Western States? Offhand the 
answer is no, on account of the great cost of transport. However, just 
because we can’t at the moment see the possibility is no proof that it 
can’t be done. We haven’t the answer because more research is 
needed. It could be that this problem is one segment of the problem 
of putting energy from the sun to work. Maybe a scheme is possible 
by which the sun may be made to transport water through conduits 
instead of by way of the clouds. 

An incidental asset of great value in the National Science Founda- 
tion is the staff of competent specialists who are available for advisory 
service to other Government agencies and to Members of the Con- 
gress. With accumulating experience, the value will increase. 

Through personal contacts of staff members with scientists through- 
out the country, there is being developed much interest in new possi- 
bilities in the research fields. There is evident stimulation of research 
workers to become more productive in their efforts. The titerest and 
good will of the scientists are important resources to be developed for 
the Nation’s benefit. This, too, is our job. 

I referred at the beginning to my convictions about the Foundation. 
Its possibilities are limited only by our imagination and initiative and 
by the support we receive. A statutory agency such as this is a new 
concept in statecraft. Managed skillfully, with adequate resources, 
it will prove over and over again the wisdom of the Congress and the 
President in creating the law by which the National Science Founda- 
tion came into being. 

Thank you. 

Mr. Tuomas. Doctor, you are not only a fine scientist, but you are 
also a very convincing speaker. 

Dr. Kiopsrec. Thank you. 


RESEARCH IN ARTIFICIAL LIMBS 


Mr. Tuomas. You said you spent some 4 or 5 years, I believe, 
recently in the field of inv estigation and research in artificial limbs. 
That is a very interesting subject to this subcommittee. We spon- 
sored that program to some extent in the Veterans’ Administration, 
to the tune of about a little short of $1,000,000. 

Dr. Kuorstrec. There is an authorizing act, I believe, that 
authorizes $1,000,000. 

Mr. Tuomas. What progress is the Veterans’ Administration making 
in that program? 

Dr. Kuorsrec. The Veterans’ Administration is not itself adminis- 
tering the program, but it is having the administration carried on 
through the National Research Council in a manner somewhat similar 
to the manner in which the Nations al Science Foundation operates its 
fellowship program. The progress is very encouraging, I should say. 

It has taken quite a number of years to explore the basic principles 
and fundamentals, but many new devices have come through the 
laboratory stage and are going through the transition stage of testing 
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on pilot wearers and carrying them to the point where limbs may 
become available and distributed through the usual channels. 

Mr. Tuomas. Who perhaps has made the greatest progress—what 
individual? Has anyone excelled the little Navy commander out in 
California? 

Dr. Kiorsrec. He has been an important part of the program. 
It would be difficult offhand to make that sort or appraisal, because 
there are too many unknown factors. I should say, though, that most 
important from the standpoint of building a solid foundation for 
future progress has been the work that has been done in the labora- 
tories of the University of California both at Berkeley and Los Angeles, 
and of New York University. Those, you might say, are the founda- 
tion laboratories in which the basic work is being carried on. 

Mr. Tuomas. Thank you very much. 

Dr. Waterman. Dr. Kelly is next. 


TRAINING OF SCIENTIFIC MANPOWER 


Dr. Keuiy. IT am Harry Kelly, Assistant Director of the Founda- 
tion for Scientific Personnal and Education. Just after the war, | 
spent 4 years in Japan as chief adviser on science and technology to 
the supreme commander. During the war, I was in radar research at 
the Massachusetts Institute of Technology. 

For the next few minutes, I should like to talk about the program of 
training scientific manpower as outlined on page 55 of the justification. 

Advances in science and technology and the development of 
industrial and military applications of science will depend on the 
number and quality of scientists and engineers capable of creative 
independent research and development. The critical nature of our 
supply of men was recently given by Defense Mobilizer Charles Wil- 
son, who stated: 

This Nation is confronted with a serious shortage of scientifically and tech- 
nically trained personnel. The supply of scientific and engineering graduates i: 
1951 is less than half that needed to fully man our economic and defense programs. 

Last Sunday, Gordon Dean, Chairman of the Atomic Energy Com- 
mission, in discussing the problems associated with the expanding 
atomic energy program, stated: 

Our demand for physicists, chemists, technicians, and engineers is also extremely 
heavy, and these skills are already in critically short supply. 

As an example of one class of trained people that Mr. Wilson and 
Mr. Dean were talking about, I should like to direct your attention to 
this chart which shows the trend in the output of Ph. D. graduates. 
The red line indicates the steady normal increase in demand for highly 
trained scientists. This results from our increasing dependence on 
technology in this country. The black line shows the number of 
Ph. D.’s awarded. The large red region you see was caused by our 
let-up in training during the war years, and shows the great deficit— 
the difference between demand and output. There was an increase 
after the war, due primarily to the general postwar upsurge in college 
enrollments of undergraduates, due in large measure to GI support and 
other factors. There is now a sharp trend downward indicated in the 
future. Our efforts are designed to remove this deficit [indicating on 
chart]. Action must be taken now if this downward trend is to be 
avoided. Our program is designed to give the necessary action. 
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GRADUATE FELLOWSHIPS 


Our request for funds for a continued and expanded fellowship pro- 
gram reflects the widespread conviction that our Government has a 
responsibility to make some effort to reverse current and future trends 
toward a dangerously decreasing supply of persons trained in these 
fields during a period when an increasing supply is so vitally needed. 

Since the fellowship program for fiscal year 1953 will be based on 
experience with our present program, | whould like to describe briefly 
our present selection procedures. Announcements of the program 
were forwarded to colleges and universities and other appropriate ad- 
dressees in November. A Nation-wide examination on scientific 
subjects will be given to present applicants next Friday, January 18. 
Screening panels of recognized scientists will then review applicants’ 
academic records and examination scores and compile an evaluated 
roster of qualified candidates. Finally, successful candidates will be 
notified of their selection by the Director of the National Science 
Foundation in April, after review and approval by the National 
Science Board. 

Because funds for our fiscal-year-1952 operations were not made 
available until last November, we were necessarily delayed in initiating 
our fellowship program. Even with the late start we made this year, 
there are seven applicants for each fellowship announced. Applica- 
tions have been received from every State in the Union, .the District 
of Columbia, Hawaii, Alaska, and Puerto Rico. 


DISTRIBUTION AMONG LEVELS OF TRAINING 


Since the transition from undergraduate college to graduate work 
is the point at which we have traditionally lost many capable scientists, 
greatest emphasis in our fellowship program is being given to the first 
year of graduate study. In fiscal year 1953 we have plans for 1,400 
first-year fellowships, 500 second-year fellowships, 220 third-year 
fellowships, and 100 post doctoral fellowships. 

Stipends and allowances were determined after careful study of 
allowances of Government and private fellowship programs and 
consideration of living costs in various colleges and university 
communities. 


RESEARCH EDUCATION IN THE SCIENCES 


Another aspect of our program for training we have is called re- 
search education. It is not enough that we increase the number of 
trained scientists; the strength and effectiveness of our future scientific 
efforts depend in large measure on the quality of scientists and engi- 
neers produced by our educational institutions. 

The Foundation’s research-education program, described on pages 
61 and 62 of the budget justification document, is designed to assist 
the teachers of science in keeping abreast of new developments in 
their fields of specialization, in carrying out independent investiga- 
tions of their own, and in other ways increasing their effectiveness as 
developers of new scientific talent. This assistance is most urgently 
needed by the teachers of undergraduate science in the smaller col- 
leges. The Foundation intends to initiate a small pilot program in 
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research education in order to give the teachers an opportunity of 
keeping abreast of their fields and to increase their competence as 
trainers of men. 

There are two research-education programs given in the budget- 
justification document. One is a special summer research-grants pro- 
gram for teachers of science. The other makes possible the establish- 
ment of summer research centers designed to create conditions 
conducive to advance study and research for these teachers. 

An initial survey of various methods of increasing the competence 
of young scientists and engineers gives a strong indication that the 
smaller colleges look to this program in research education as their 
best means of developing their capabilities as producers of potential! 
scientists. 

Mr. THomas. Thank you. That is a very fine statement. 

Dr. WaterMAN. That completes the statements. Thank you very 
much. 

Mr. THomas. Are we going to hear from Dr. Bronk? 

Dr. WarerMaN. If you would like to, sir. 

Mr. Tuomas. Surely. Give us a few words, Doctor. 


RELATION OF BASIC RESEARCH TO WEAPON DEVELOPMENT 


Dr. Bronx. I think you know, Mr. Chairman, my enthusiasm for 
the National Science Foundation. You have heard these statements. 
I might add that, as one who has—l hate to think how long it has 
been; I guess it is 34 years that I have been connected with the military 
as an operator and science adviser. I find I have even been connected 
with all three branches, as a good example of integration. 

I am impressed by the need for exploratory research of the sort you 
have heard described here this morning as a source of information 
that can be applied in the development of new weapons and in the 
design of our strategic and tactical operations. As long as we are 
going to be required by the necessities of the international situation 
to expend the vast amount of money that we are required to spend, | 
believe it is an insurance against the misexpenditure of those funds 
to have an adequate supply of basic information that provides the 
source of ideas that can be used in the design of new weapons and 
continual improvement in existing ones. 

I am also impressed py the fact there are large amounts of money 
spent by the Government and by industry on what might be 
described as developmental research and the application of scientific 
knowledge. The effectiveness of those expenditures, I believe, will 
depend on the pool of scientific knowledge we have and also on the 
pool of adequately trained manpower .of which Dr. Kelly has just 
spoken, for it is this pool of manpower that is the source of new 
ideas. 

Finally, as one who is responsible for what I like to think of as a 
great hospital and great medical center, I am likewise impressed by the 
tremendous value of this pool of new ideas as the source of information 
that can be applied in the clinics and in the operating rooms. 

The information that flows out of research in physics, chemistry, 
or biology into the medical sciences is the source of information that 
makes possible the tremendous advance of which we are all so 
conscious. 
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I think that is all I have to say. If there are any questions I am 
able to answer, I would be glad and delighted to do so. 


Mr. Tuomas. Doctor, you, too, have made an excellent statement. 
It is very helpful. 


We are deeply indebted to all of you gentlemen for taking the time 
to come here and talk to us in language that we can all understand. 


JUSTIFICATION OF ESTIMATES 
OBLIGATIONS BY ACTIVITY 


At this point in the record we will insert the table on page 4. This 
is a very accurate table, and it gives a very complete picture from the 
dollars-and-cents point of view. 

(The table above referred to is as follows:) 





USE Biman ae PPP eas | 1953 over 
actual | estimate estimate 1952 


| 
sis | O5 | me | . | Increase, 
Activity 1951 1952 19, 
| 
| 





. Research policy development, and services: } 
Development of national science policy 0 | $50, 000 $100, 000 
Dissemination of scientific information 0 | 200, 000 | 200, 000 
Maintenance of National Scientific Register _ . _| 0 125, 000 135, 000 
Support of Interdepartmental Committee on | | 

Scientific Research and Development__.__- $26, 072 | 25, 000 | 25, 000 
Related operating costs...............------.-- 49, 391 | 270, 000 375, 000 


ES ee 


$50, 000 
0 


10, 000 


Bee A RY 75, 463 | 670, 000 | 835, 000 | 165, 000 
Il. Research support: | | | 
Biological and medical sciences. ....-.-.._-_- 0 570,000 | 4,115,000 | 3, 545, 000 
Mathematical, physical, and engineering | 

sciences.......... 0 570,000 | 4, 115, 000 3, 545, 000 
Related operating costs............--...-...- 53, 472 290, 000 | 570, 000 '| 280, 000 
| — - 


| 


Subtotal HORN SOA! 53,472 | 1,430,000 | 8,800,000 | 7,370, 000 


III. Training of scientific manpower: | | 

COPIES MORRO WTENNIING 60 oo nena snnenecenncce 1,275,000 | 5,125,000 | 3,850,000 
Research education in the sciences... ....___- 0} 100, 000 100, 000 
Related operating costs q 21, 99: 125, 000 | 140, 000 15, 000 
| 


Subtotal 21,993 | 1,400,000 | 5,365,000 | 3, 965, 000 
150,928 | 3,500,000 | 15,000,000 | 11, 500, 000 
74,072 | 0 | 0 | 0 


' 








225,000 | 3,500,000 | 15,000,000 | 11, 500, 000 
| | 


Mr. Tuomas. You have an appropriation for the fiscal year 1952 of 
$3,500,000, and you seek an increase to $15,000,000 for 1953, broken 
down into your three basic activities—‘‘Research policy develop- 
ment,” “Research support,”’ and “Training of scientific manpower.” 


PERSONAL SERVICES 


I note the table on page 5, which also is at the beginning of the 
hearing, shows the ‘Personal services” cost for 1952 was $512,000 
and an estimated increase of $397,000 for 1953, making a total of 
$909,000, together with the ‘Other objects,” which we will look into in 
& minute. 
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Mr. Tomas. What is your personnel load for 1952 as compared 
with the request for 1953? I saw a table here last night, but I cannot 
put my finger on it at the moment. 

Mr. Harwoop. That would be under ‘Operating costs,’’ shown on 
page 64. 

Mr. Tuomas. As of June 30 for 1951 you had 36 employees; for 
1952, 110; and you seek for 1953, 120. Is that correct? 

Mr. Harwoop. That is correct, excluding the persons employed 
by the National Scientific Register at the Office of Education. 

Mr. Tuomas. That is 13 additional, making 133. 

(The table above referred to is as follows:) 

Permanent staff—The number of permanent positions on the Foundation’s 


staff planned for fiscal year 1953 is 120 with an average employment of 118, 
The planned build-up of the staff is as follows: 





Employed as of June 30__--- eC oe 
Average employment (man-years) - - -- ° . Of 118 





In addition to this staff an average employment of 13 is estimated for the 
National Scientific Register. 


BIOLOGICAL AND MEDICAL SCIENCE ACTIVITIES 


Mr. Tuomas. Now, you have broken down your costs on each one 
of your three different activities. 

Mr. Reporter, I wonder if you will be good enough to follow that 
with the chart on page 24, biological and medical sciences, obligations 
by field? 

(The matter referred to is as follows:) 


Field | 1952 estimate | 1953 estimate 


Protein structure and synthesis E cab é et. are | $35, 000 | $240, 000 
Enzymology - ---.---- : SR eee 50, 000 | 350, 000 
Immunology. -- . Ronee eee : 35, 000 | 250, 000 
Biochemistry and nutrition _- Se Peattnde ee 70, 000 | 400, 000 
Biophysics _ _-- rm STONE So eae e 20, 000 | 250, 000 
Comparative phy siology ‘ > eist 30, 000 300, 006 
Aquatic biology --- ; 50, 000 | 350, 000 
Experimental embryology y i = eR 30, 000 | 300, 000 
Genetics ERs eee ee bits dine Seas 60, 000 i 350, 000 
Expe rimental pli ant wages R iad : nse IAS 75, 000 | 400, 000 
Photosynthesis__- : awh pd get GE RS 30, 000 | 300, 000 
Microbiology ---- eae ‘ : PF EN EN LE aa ae 55, 000 350, 000 
Pharmacology. wet see wae 30, 000 ae 265, 000 


4, ees ele at ‘ (igths an mcnlaehtc aba cceuiioe. 570, 000 “4,115, 000 


MATHEMATICAL, PHYSICAL, AND ENGINEERING SCIENCES ACTIVITIES 


Mr. Tuomas. Also include in the record the table appearing on page 
36, mathematical, physical, and engineering sciences, obligations by 
field. 

(The matter referred to is as follows:) 





2> 


HOH Ome OVP OPK Pr Sacat 


Th 





{ 


| 
Field | 1952 estimate | 1953 estimate 











Astronomy and astrophysics. ------.- SEIS REG LEIS, IOS ERO EE } $50, 000 $275, 000 
Solar energy --_-.. 30, 000 

I on a, ce seh daaiibaktisekbuknammtoaaecmee~% Saal 15, 000 
Electron physies_-_- _- . 15, 000 
Upper atmosphere physics a 7 10, 000 
High temperature physics and ‘chemistry ‘ 30, 000 
Low temperature physics ____- : 10, 000 
High pressure physics i 15, 000 
Solid state physics.._..._-- . 40, 000 
Fl ith a ee ie 10, 000 
Acoustics BR AI RAGE OLR OE ARS SE SEE NS kA TS IR Stee! 15, 000 
Geology and geophysics. So Gc caddstiedoctieda dt nsdsings pebguccdawsbn dees 30, 000 
Meteorology 20, 000 
Oceanography -- ovules DERG deni ck cine oes wo ahaide ac ciara hae enim alae ne 20, 000 200, 000 
ELE TELE I pig Racha beth wicigmdacbals de wiabale atone ae 60, 000 450, 000 


Metallurgy. -.-_- minke © 30, 000 150, 000 
Wins mee mombnatter. 2 Xo cic, fadans ¥o-Sdowb eee - caceae ié 10, 000 | 


Inorganic chemistry -- ‘ } 20. 000 | 

ina AR RR, Ea ae aah ees ME 2 eS 8 Ge A s Sn aese 20, 000 | 

cy ON BETES TERT 8 CESS WO REIN CBLIE URS SECRETS | UE es SS OO 20, 000 150, 000 
Radiation chemistry - ----- Ree ee bend 15, 000 100, 000 
Gok ts tg aa se eas, hole uege abu doe te oe 10, 000 75, 000 
Mathematics. ‘ iim sit dado nsabbanioahacae ons axcned | 40, 000 | 300, 000 
1 OR ORNS ae Behe oree pr vhs SIMS TENE Hos ORNS 15, 000 100, 000 
Fluid mechanics. - Drath, OLN. RES oY 5 ee eae | 20, 000 | 150, 000 








SS ee AISNE ere : } 570, 000 | 4, 115, 000 
} 





TRAINING OF SCIENTIFIC MANPOWER ACTIVITIES 


Mr. Tuomas. Also include the table on page 55 on training of 
scientific manpower, summary of obligations. 
(The matter referred to is as follows:) 





ee 
| Increase 
we | (+) or de- 
1953 | crease (—), 
| 1953 over 
| 1952 


| 
. 1952 é 
ae actual | estimate | estimate 
} 
| 
| 


L 


. Graduate fellowships: | 

07 Other contractual services. - Los eile | $158,100 | $162, 000 +$3, 900 

ll Grants. -_. ; 1,116,900 4, 963, 000 | +3, 846. 100 
2, Research edueation in the sciences: } 

11 Grants acral | 100, 000 | +100, 000 
3. Related operating costs of the Foundation.__________| 21, 993 | 25, | 140, 000 | +15, 000 


Total 3 | , 400, 000 | 5, 365, 000 | | +3, 965, 000 





INSTITUTIONS BEING CONSIDERED FOR RESEARCH CONTRACTS 


Mr. Tuomas. I failed to find last night a list of the institutions that 
you had awarded funds to. Do you have a list of the institutions and 
the locations at which you have contracts for research? 

Dr. WaterMAN. For 1953? 

Mr. Tuomas. For 1952. 

Mr. Harwoop. The first awards of the Board will occur at the next 
meeting of the Board in a couple of weeks. Do you wish to have a 
list of the institutions which will probably be considered by the Board 
at that meeting? 

Mr. Tuomas. No; that will be too long. If you have one availab'+ 
will you send it over to the committee? 

Mr. Harwoop. We can have a prospective list made up. 

Mr. Tuomas. Whatever information is available along that line 
and the location of the institutions. 


93850—52—pt. 1——-13 
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Dr. WaTeRMAN. The prospective grants we recommentl will come 
before the Board at the next meeting. 


Mr. Harwoop. We can provide that tomorrow. 
(The matter referred to is as follows:) 


The National Science Foundation has received proposals for the support of 
basic research projects from the following institutions as of January 15, 1952. 


Some, but not necessarily all, of these institutions will receive grants based on 
these proposals. : 


Alabama: University of Alabama. 

California: Aerophysics Research Foundation, California Institute of Tech- 
nology, Cedars of Lebanon Hospital, College of Medical Evangelists, Stanford 
University, University of California, University of Southern California. 

Connecticut: Yale University. 

Florida: Florida State University, University of Miami. 

— De Paul University, Illinois Institute of Technology, University of 
inois. 

Indiana: DePauw University, Indiana University, Purdue University, Taylor 
University, Wabash College. 

Iowa: State University of Iowa. 

Kansas: University of Kansas, Washburn Municipal University. 

Kentucky: Ursuline College. 

Maryland: Johns Hopkins University. 

Massachusetts: Amherst College, Harvard University, Northeastern Univers- 
ity, University of Massachusetts, Worcester Foundation for Experimental Biology. 

Michigan: University of Michigan. 

Minnesota: St. Olaf College, University of Minnesota. 

Mississippi: University of Mississippi. 

Missouri: University of Missouri. 

Nebraska: Creighton University. 

New Jersey: Princeton. 

New Mexico: New Mexico School of Mines. 

New York: American Institute of Chemical Engineers, American Museum of 
Natural Nistory, Brooklyn College, Fordham University, Pratt Institute, St. 
John’s University, St. Luke’s Hospital, Mount Sinai Hospital. 

Ohio: Ohio State University, University of Cincinnati. 

Oklahoma: Oklahoma Agricultural and Mechanical College. 

Oregon: Oregon State College, Reed College. 

Pennsylvania: Bryn Mawr College, Philadelphia Academy of Science, the 
Institute for Cancer Research and the Lankenau Hospital Research Institute, 
the Pennsylvania State College, University of Pennsylvania. 

Tennessee: Tennessee Agricultural and Industrial State College, University of 
Tennessee. 

Texas: University of Texas. 

West Virginia: Alderson-Broaddus College, West Virginia University. 

Wisconsin: University of Wisconsin. 

District of Columbia: Howard University, Pacific Science Board, National 
Research Council. 


FELLOWSHIP PROGRAM 


Mr. Tuomas. Referring to your fellowship program we have inserted 
the table on page 55,.and I think it would be well to put in this table 
in the middle of page 58, showing the first year 1,400, the second year 
500, the third year 320, making a total of 2,220. 

(The matter referred to is as follows:) 


Distribution among levels of training 


Level: 
ETRE EE SCE SOS ORE EEE IST AED. + spac ieeN phcacaed 1, 400 
Pepe Sear COU UT bh ie Go a et Saat Ure ose f 500 
2m Yeeros oe ks ee ae ik 220 


IE Eo ie. ct k coms shekareieinadodadad atin lacks ~ <sbtiectes “ain 100 
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NUMBER AND COST OF GRADUATE FELLOWSHIPS 


Dr. WaTerRMAN. There is another chart on stipends on page 60 
which might be of interest. 

Mr. Tuomas. Yes, I am trying to get to that and your total cost 
on page 60 is a total of $5,125,000. That is for the fiscal year 1953. 
The stipend for the first year, let it be noted, is $1,400, plus travel 
of $50 and average tuition of $500, naling a total of $1,950. For 
the second-year student it is $1,600 with a family allowance of $250, 
a travel allowance of $80, and average tuition of $500, making a 
total of $2,430, going on to the postdoctoral with a stipend of $3,000, 
family allowance $350, travel allowance $400, and tuition $500, 
making a total of $4,400 for each of the 100. 

You have a very difficult job in choosing your universities. Human 
nature is just what we all know it to be, and you cannot escape that 
human equation. Now, you are going to step on some toes and hurt 
the feelings of some institutions, but, by and large, I guess you will 
come up with a good job. 


METHOD FOR SELECTION 


Referring to those 2,220 young men you are selecting, Doctor, you 
gave us a rough idea about that a while ago. That is a very difficult 
job. You will grade the papers of those men, but you cannot put 
down on paper a lot of the qualities that are really going to make good 
scientists, so vou are going to have to do the best you can. You are 
going to overlook some good bets. We have had a little experience 
along that line with our friends over in the Atomic Energy Com- 
mission. How many have you chosen so far? Have you chosen any 
so far? 

Dr. Ketry. No, sir. The examination is going to be given on 
Friday, the 18th of this month, and a decision will be made on the 
28th of March this year. 

Mr. Tuomas. Are the examinations given on a regional basis, or 
just how is it done, Doctor, and by whom? 

Dr. Ketiy. Yes, there are examination centers scattered throughout 
the United States. There is one in at least each State. 

Mr. TuHomas. Are you giving your own examinations? 

Dr. Ketity. We are actually operating through the National 
Research Council, but the Princeton Educational Testing Service is 
making up the examinations. They have formed test centers 
throughout the United States. 

Mr. Tuomas. They are making up your questions? 

Dr. Keuiy. Yes, sir. 

Mr. Tuomas. Do they grade your papers, too? 

Dr. Kewuy. Yes, sir. 

Mr. Tuomas. What fee did you arrive at with the Princeton group? 

Dr. Ketty. We have made a contract through the National 
Research Council who, in turn, have made a contract with the Edu- 
cational Testing Service. 

Mr. Tuomas. Do they evaluate the applicants? 

Dr. Ketiy. No, sir; they give only scores on the examination. 
They give an aptitude and achievement test which is forwarded to 
the panels at the National Research Council. 
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Dr. WaTEeRMAN. The things that we take into account, Mr. Chair- 
man, are achievement, aptitude, the record of the man at his school, 
together with letters of recommendation. 

Mr. Tuomas. Suppose they have been out of school for a couple 
of years. They are not barr ed; are they? 

Dr. WaTeRMAN. No, sir. 

Mr. Tuomas. These are graduate students with a B.S. or better? 

Dr. WaTEeRMAN. Yes; graduate students with a B. S. or better. 

Mr. THOMAs. Suppose one has been out a couple of years and has 
been working. He is not barred from taking the examination; is he? 

Dr. WATERMAN. No. 

Mr. Yates. He must have had a college degree in order to take the 
examination. 

Mr. Tuomas. I believe you stated in your opening statement, Dr. 
Waterman, that it was either a B. S. or its equivalent? 

Dr. WATERMAN. Yes, sir; that is correct. 


AFFIDAVIT AND OATH REQUIRED BEFORE ACCEPTANCE OF A FELLOWSHIP 


Mr. Tuomas. We have had a little experience with our friends over 
in the Atomic Energy Commission and some of these young Com- 
munist boys. Now, this is a little touchy subject. You might just 
as well face it because if you do not face it now you are going to have 
to face it later. The Atomic Energy Commission did not want to 
put on limitations as to political beliefs, and so forth, purely on the old 
scientific idea that a man’s political thinking is apart and should not 
be mixed up. But things just do not work that way. So finally, 
against the will of the Atomic Energy Commission, we just had to 
write some limitations in the bill. Now, we hope that you gentlemen 
can handle this matter in your own way. The American people are 
not going to tolerate your spending money to send some of these 
Communist boys to school. I do not care how smart they are. We 
all understand each other now. Take this in in the beginning and act 
accordingly. 

Dr. WaTerRMAN. We have a statement, Mr. Chairman, which the 
candidates are all required to sign before acceptance of a fellowship. 

Mr. Tuomas. Fine; read that to us. 

Dr. WATERMAN (reading): 

1. I will bear true faith and allegiance to the United States of America and will 


support and defend the Constitution and laws of the United States against all its 
enemies, foreign and domestic. 


2. I do not believe in, and am not a member of and do not support any organi- 
zation that believes in or teaches, the overthrow of the United States Government 
by force or violence or by any illegal or unconstitutional methods, 

Mr. Purturrs. What is that, Doctor? 

Dr. WarermMan. This is an affidavit required by the act. 

Mr. Puitures. Required by whom? 

Dr. WATERMAN. It is in appendix D of the justification. 

(The matter referred to is as follows: ) 








“oD 


1e 
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Ve 
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AFFIDAVIT AND OATH 


Section 15 (d) of the National Science Foundation Act of 1950, Title 42, United 
States Code, Section i874 (d), provides as follows: 

“No part of any funds appropriated or otherwise made available for expenditure 
by the Foundation under authority of this Act shall be used to make payments 
under any scholarship or fellowship to any individual unless such individual (1) 
has executed and filed with the Foundation an affidavit that he does not believe 
in, and is not a member of and does not support any organization that believes in 
4 or teaches, the overthrow of the United States Government by force or violence 
E or by any illegal or unconstitutional methods, and (2) has taken and subscribed 
to an oath or affirmation in the following form: ‘I do solemnly swear (or affirm) 
that I will bear true faith and allegiance to the United States of America and will 
support and defend the Constitution and laws of the United States against all its 
enemies, foreign and domestic.’ The provisions of section 1001 of title 18, United 
States Code, shall be applicable with respect to such affidavits.” 

Section 10 of the same Act, Title 42, United States Code, Section 1869, limits 
the award of fellowships to citizens of the United States. 

Each application for a National Science Foundation Fellowship must therefore 
be accompanied by the affidavit and oath provided below. This affidavit and 
oath should be executed and sworn to before a Notary Public or other Officer 
authorized to administer oaths. 

































3 Rtdis. is575 OL a a , do solemnly sweer (or affirm) that: 
x (Full name of applicant) 

. 1. I will bear true faith and allegiance to the United States of America and will 
support and defend the Constitution and laws of the United States against all its 
5 enemies, foreign and domestic. 

"4 2. Ido not believe in, and am not a member of and do not support any organiza- 
tion that believes in or teaches, the overthrow of the United States Government by 


5 force or violence or by any illegal or unconstitutional methods. 
3. Iam a citizen of the United States. 
sige (Signature of Applicant) = = 
Subscribed and sworn to (or affirmed) before me this_-_-_-. day of 
Pi OE po ciine AAD no Sh hie nhaiinpeckii en aobaels 













A I ee OR ee 
[SEAL] 
Mr. Puruurps. It is required of whom? 
Mr. Tuomas. It is required of each one of the candidates who is 
going to take one of these fellowships. 


OBLIGATIONS BY OBJECTS 

















_ Mr. Tuomas. Looking over this “Travel allowance, general,” it 
is $95,000 for 1952 and $190,000 for 1953, which is a 100 percent 
increase. In “Transportation of things’ there isia decrease of 
$2,000. ‘Communication services’ are increased from $8,000 to 
$10,000. “Printing and binding” is increased from $12,500 to $20,000. 
“Supplies and materials’? remain at $16,000. “Equipment” de- 
creases from $40,000 to $10,000. Your “Other contractual services” 
here show a decrease from $451,100 for 1952 to $445,000 for 1953. 

Now, I found a table last night showing exactly how you spent your 
1 952 money and how it was allocated. Can anyone tell me where it 

e is? 

a Dr. Waterman. Mr. Harwood. 

Mr. Harwoop. The allocations for 1952, Mr. Congressman? 

Mr. Tuomas. Yes; where is it in your justifications? 
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Mr. Harwoop. This particular table is by activity. 
Mr. Tuomas. Yes, that is the table. 
Mr. Harwoop. Yes, on page 5 it will be by objects. 


OBLIGATIONS BY ACTIVITY 


Mr. Tomas. In the development of your national science policy 
you spent $50,000 last year, and you want to increase that to $100,000 

is year. Now, on your dissemination of scientific information you 
spent $200,000 last year, and that remains the same this year. Your 
Scientific Register will cost you $10,000 more for 1953 than for 1952. 
Who is doing that work for you? 

Dr. WatreRMAN. The Office of Education. 

Mr. Tuomas. The Office of Education? 

Dr. WaTeRMAN. Yes. 

Mr. Tuomas. With 13 employees. 

Mr. Harwoop. May I comment on that to say that the actual 
amount for the National Scientific Register is less in 1953 than for 
1952, the reason being that there is a balance of National Security 
Resources Board funds transferred and available for part of it, 

Dr. WaterMAN. That is left over from the fiscal year 1951. 

Mr. Tuomas. Now, you have put in $25,000 in support of the 
Interdepartmental Committee on Scientific Research and Develop- 
ment. 

It is $25,000, is it not? 

Dr. Waterman. Yes, sir, $25,000. 

Mr. Tuomas. And it is the same this year? 

Dr. Waterman. That is right. 

Mr. Tuomas. Do you get your money’s worth there? 

Dr. Warerman. This is a program which is related much more 
to the administration of Government research and to all matters 
related to it, and personnel matters which are common to the research 
agencies and administration matters such as contracts or grants and 
personnel needs which are cfitical with respect to the draft, and 
scientific information problems common to the Government. It is 
useful for the discussion of questions like that. 

Mr. Tuomas. I was just noticing this item here, your ‘Related 
operating cost’’ of $270,000 which jumps up to $375,000 in 1953. 
On your “Research policy development and services” your total cost 
for 1952 was $670,000, but your “Related operating cost’? was 
$270,000. 

Mr. Harwoop. May I comment on that, Mr. Chairman? 

Mr. Tuomas. If you please, sir, and give us a good reason because 
your operating cost is eating up too much of your money. 

Mr. Harwoop. Our techniques of accounting are as follows: On 
the costs of personnel we have made a decision that 25 percent of the 
time of the staff engaged in other than specific activities such as, for 
example, the National Scientific Register, are to be included under 
policy development. 

Now, other operating costs like heat, light, rents and so forth are 
rorated likewise, and the time also of the members of the Board. 
he divisions are interested in policy questions so their costs are 

allocated to this program. 
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Mr. Tuomas. Frankly, if I may interrupt you, I do not think your 
figures do you justice because in truth and in fact your entire personal 
service for the year 1952 was only $497,000, whereas in “Other ob- 
jects” the big item, of course, is “travel” as shown on page 63. I will 
have to go back to that general table on page 4. What is your entire 
personnel cost? 

Mr. Harwoop. For 1953? 

Mr. Tuomas. For 1952. 

Mr. Harwoop. The total personnel cost for operating expenses 

Mr. Tomas (interposing). No, for your entire program, not 
specifically for either one of your main activities, but for your total. 

Mr. Harwoop. The operating cost for 1952 is $497,000, and for 
1953, $835,000. 

Mr. Tuomas. Your total personnel cost? 

Mr. Harwoop. Yes, sir. 

Mr. ANDrREws. That is on page 63. 

Mr. Harwoop. It was $497,000 in 1952 and is estimated at $835,000 
in 1953. This is in the table on page 63 of the justifications, “01 Per- 
sonal services.”’ 

Dr. WatrerMAN. There is a breakdown on page 64. 

Mr. Harwoop. Of that amount of $835,000, $751,000 is for the per- 
manent staff, and the balance is for the part-time consultants and well- 
qualified scientists that we use from time to time on our consultant 

roups. 
: Mr. AnprEws. Does that explain the difference in your personal 
services here on page 5 for 1953 being $909,000, and being $835,000 
on page 63? 

Mr. Harwoop. That is a very good point you brought up. In the 
footnote on page 63 it shows that the operating costs of the National 
Scientific Register which is now in the Office of Education, are not 
considered a part of the operating cost. This is a special group which 
we have not yet taken over. It is 13 people, and the difference in the 
salaries is the difference of those 13 people. This is also noted in the 
middle of page 34. 


FUNDS OBLIGATED FOR 1952 


Mr. Tuomas. What part of your 1952 funds have been obligated? 
Mr. Harwoop. The obligations for 1952 as of December 31 are 
$391,000. 
LANGUAGE STATEMENT 


Mr. Tuomas. Now I notice here in your language that we have 
given you authority to keep these funds until expended. We do not 
like to do that. Can you give us a good reason why you should have 
this language, ‘‘to remain available until expended’’? 

Dr. WarerMAN. The major reason is in dealing with the research 
grants to support basic research, Mr. Chairman. The institutions 
with which we deal are accustomed to making plans rather carefully 
over a long range. The fundamental reason is that basic research 
requires continuity. It has to be planned for. In my own experience 
we recognize this very strongly that when a university or other non- 
penne research institution assigns men to a research project the 

ave to give them security and continuity of employment and wor 

















198 


things out, and the work becomes very inefficient if you have to hire 
somebody for a year and then hire somebody else. For example, in 
conducting research if a university wants to get a man to do a job they 
have to give him about a 3-year guaranty of continuity and have to 
plan accordingly. So, it is very embarrassing if they have to do this 
on a l-year basis. This continuity is an important factor. I am sure 
Dr. Bronk would endorse me in that statement. 

Dr. Bronx. Yes; it is very difficult oftentimes to have any idea 
whether a piece of research is really getting anywhere in too precise 
time. 

Dr. Waterman. Then there is another thing, which is that re- 
search frequently changes its scope and it cannot be completely 
planned in advance because there are unknown factors involved. For 
example, if this solar energy should become established it would be 
very important to be able to capitalize on it, to have the necessary 
information about it. 

Mr. Harwood can give another view on this, Mr. Chairman. 

Mr. Harwoop. In appendix B in the budget before you there is a 
discussion of the language. Referring to page 2 we have noted: 

Under section 16 of the National Science Foundation Act of 1950 it is contem- 
plated that the question of the period for which funds appropriated to the Foun- 


dation shall remain available shall be disposed of in the acts making appropria- 
tions. 


I would like to comment that last year Congress did allow us this 
provision. 


Congress has recognized the special needs of governmental research programs 
for stability and flexibility in the use of appropriated funds by providing that 
such funds shall remain available until expended. 

Mr. Tuomas. We left that in there because you were getting 
started last year. Why should you have it now when you have gotten 
started? 

Mr. Harwoop. Because in planning your program you cannot 
always be sure that you can obligate all of your funds as of June 30, 
and occasionally in research work you will make commitments, a grant 
or contract, and it turns out after some months that the matter cannot 
be carried out. There are many grants and contracts which we will 
make in the spring of the year which will be started in the univers- 
ities at the beginning of the academic year in the fall, and it may turn 
out due to circumstances beyond control that these matters will not 
be carried out at all. 


RECRUITING OF SCIENTIFIC PERSONNEL 


Mr. Tuomas. Dr. Waterman, what about your scientific personnel ; 
are you having any trouble recruiting the heads of your divisions, 
and so forth? 

Dr. Waterman. We have excellent personnel so far, Mr. Chairman, 
but our goal there is to be satisfied with nothing but the very best we 
can get. This is an extremely important thing to the Foundation. 
There is strong competition, of course, on defense problems, but in 
staffing the scientific side of the program I am careful not to take 
men out of direct research involved in defense. There are very capable 
men there in the physical sciences that should not be removed. 
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Mr. Tuomas. How does your policy compare with the NACA and 
perhaps several units in the Air Force, the Navy, and the Atomic 
Energy Commission as to compensation for these gentlemen? 

Dr. WateRMAN. It is similar. 

Mr. Tuomas. Is there any conflict between you; have you worked 
out an understanding with all of these agencies? 

Dr. WATERMAN. The compensation is very similar for the capabili- 
ties and caliber of the men. We have a different job than they have. 
Our job is evaluation, planning, and execution of a program so that 
the men themselves do not actually do research work. This calls for 
special capabilities. As you understand, they have to have a research 
background, they have to be good men as men, and they have to have 
good sense and good scientific judgment. 

Mr. Tuomas. The trouble is finding the men, and after you find 
those men of talking them into coming to serve with you. 

Dr. WarerMan. | may say that we have great enthusiasm among 
the scientific fraternity in general for our work. 

Mr. THomas. You are given great latitude. The act states: 

The Director shall, in accordance with such policies as the Board shall from 


time to time prescribe, appoint and fix the compensation of such personnel as 
may be necessary to carry out the provisions of this act. 


Then here is the proviso: 


Provided, That the Director may, in accordance with such policies as the Board 
shall from time to time prescribe, employ such technical and professional person- 
nel and fix their compensation, without regard to such laws, as he may deem neces- 
sary for the discharge of the responsibilities of the Foundation under this act. 


Dr. WarerMAN. The Board voted on April 6, 1951— 


that it would be the policy of the Foundation to employ and compensate technica] 
and professional personnel in six full-time regular positions, viz, those of the 
Deputy Director, the general counsel and the heads of the four divisions set 
forth in the National Science Foundation Act of 1950, without regard tothe 
civil-service laws and regulations and the Classification Act of 1949. 

This limits this particular authority to those cases. 

Mr. Tuomas. But the law has no limitation in it itself; it depends 
upon the Board. We are not falling out with you on anything you 
have done in that regard. You have good men, and you are going to 
have to pay them to hold them. 


GENERAL COUNSEL 


I notice you put your general counsel in a super grade. Is he a 
technical man, a scientific man, or what? 

Dr. Warerman. He is a lawyer who had experience with the 
Atomic Energy Commission. 

Mr. Tuomas. Are you going to run afoul now of the other agencies 
here when you go to talk about setting up your chief counsel on a 
parity with your scientists? The intention of the law was for scientists. 
In other words, you are getting a lawyer on your legal staff out of 
line with the regular agencies. 

Dr. WaterMAN. We did consider that at the time. There are, of 
course, supergrades in the civil service now. There is Public Law 313 
for the Department of Defense which is rather parallel. We felt it 
was especially important to us in starting the agency with the responsi- 
bilities that we have. 
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SCOPE OF PROGRAM OF THE NATIONAL SCIENCE FOUNDATION 


Mr. Yates. Will the work of the National Science Foundation be 
concerned entirely with basic research or will there be involved aspects 
of applied research as well? 

Dr. Waterman. In the initial program we are concentrating on 
basic research for the reason this is research which the Government 
wants and needs most emphasis on at the present time. There is 
very much applied research associated with defense at the moment. 
If it seemed appropriate for us, we could do applied research at the 
request of the Department of Defense. 

Mr. Yares. You made the statement a few minutes ago that 
should research in solar energy prove fruitful steps should be taken to 
capitalize on that. What did you have in mind in making that 
statement? Presumably that is where applied science comes in. 
How do you shift from basic research to applied research if the results 
of some of your discoveries are fruitful? 

Dr. Waterman. First, in basic research confirmation of a discovery 
is required by other basic research people and scientists in the field, 
because there can be mistakes. 

To get confirmation means getting more basic research done on the 
subject and bringing in the people who are fully competent to try this 
by another method. Once it has been confirmed then the facts are 
established and we want to bring in other facilities for research and 
training. All of that is on the basic research training side. At that 
stage, then, is when this can be brought up with another Government 
agency or with industry to apply it on the practical side. It might 
begin with the applied research of the Defense Department, for instance 


and we make contact with other agencies and with industry to look 
into it. 


TOTAL AMOUNT AVAILABLE FOR GOVERNMENT RESEARCH AND DEVELOPMENT 


Mr. Yates. All of the agencies of the Government are spending in 
excess of 2% billion dollars on various research projects. Could it be 
the function of the National Science Foundation to undertake an 
inventory of the projects to determine whether or not there is duplica- 
tion and to channel research with a logical sequence? Is that what is 
contemplated? 

Dr. WarrerMAN. That is one phase of it. This should really be 
done in two steps. The fastest way of making an inventory in re- 
search is to take research men who have specialized in a give field 
and who know what is going on in their field. So we are engaged in 
finding out what are the most promising areas in scientific research 
and in uncovering what is going on in research from the standpoint 
of science. Next a survey of what the agencies are already doing in 
research and their aims in doing it gives the second phase you speak 
of since by comparing the two we will know whether the areas of 
greatest promise are being applied in the proper locations and where 
there should be more training, also in what areas there should be 
more, or less, research going on and bring these immediately to the 
attention of the agencies concerned. 

In basic research, as I said a little earlier, the most important thing 
is the knowledge on everyone’s part of what is going on and what the 
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others are doing in his area. Each must do original work and fol- 
low through. “Tt there is needless repetition, if unnecessarily they do 
vine somebody else has done or is doing their scientific reputation 
suffers. 

Thus there is a two-sided approach to what an agency does in re- 
search, that of science and that of its mission. 

Mr. Yates. Would you think that would be desirable? The 
thought occurs to me that there is doubt as to whether the agencies 
will cooperate in the supervision of their projects by the National 
Science Foundation. Have you found a desire to cooperate? 

Dr. WaTreRMAN. Basic research seldom has any security label on it, 
with certain exceptions. At the same time when industry does basic 
research it seldom has a company confidential label on it. So, it is 
relatively easy to get cooperation in basic research. People must 
know what they are doing to get on with it, and must know all avail- 
able facts. We have not had any trouble on that score so far. 


RESEARCH GRANTS 


Mr. Yates. With respect to the research grants what portion of 
_— grant goes to the university and what to the students as a general 
rule 

Dr. WateRMAN. In the case of the research grants the money goes 
to the institution for the investigator, and the university then pays the 
chief investigator, if that is their policy, and the men who are directly 
associated in the work, just like a contractor. That is, the grant goes 
to them to pay the men who are employed on the research. 

Mr. Yates. What is the basis, ordinarily, upon which a contract is 
let to @ university? Can you define the general rule as to how you 
_ with a university, and as to how much money you generally give 
them? 

Dr. WATERMAN. First we start with the acceptance of a proposal. 
You do not mean to go before that, Mr. Yates? 

Mr. Yates. No. You are interested in a problem of basic research. 

Dr. WATERMAN. Yes. 

Mr. Yates. You want a certain university to do it. 

Dr. WATERMAN. Yes. 

Mr. Yarers. How do you negotiate a contract for that service and 
arrive at the price you are willing to pay for it? 

Dr. WateRMAN. It is considered by the scientific men in our office 
and the administrative and fiscal people with counsel in there to be 
sure that the terms are correct. It takes place in the university 
similarly. The scientists there talk about the problem and what is to 
be accomplished. Their business department and the legal depart- 
ment are in contact with us to draw up the terms of the grant. 

Mr. Harwood, can you elaborate on the fiscal side of it? 

Mr. Harwoop. First of all, I think we should have one point clear, 
which is that in very few cases do we go to the university with a 
proposal. In 99 percent of the cases the universities come to us with 
a proposal. 

We have provided the universities with a guide for the submission 
of research proposals. It is a brief three page statement which is 
provided in appendix C of the budget. I refer specifically to one 
portion of this guide. We ask the university to give us a budget for 
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the grant in much the same manner that you gentlemen ask us for a 
budget for our appropriations. 

We ask that this be broken down by salaries, by equipment, by 
supplies, travel, other direct costs and indirect costs. The other costs 
are such things as publication and certain facilities. And for the 
salaries we ask for an itemization of the positions, giving the names 
of the professional personnel, and it is very important to us who the 
chief investigator is because this represents the leadership of the 
project. In arriving at the amount of a grant we take these thin 
into consideration, and if there appears to be anything out of line in 
this budget, or if our budget is too small economically to make the 
grant in the manner it was requested we sit down with the university 
-rareageuaas and their scientists and obtain further information from 
them. 

The final decision, of course, as to the amount of the grant is made 
by the Director and in the final analysis it is approved by the National 
Science Board. 

Mr. Yares. This is more or less of a cost-plus-a-fixed-fee contract? 

Mr. Harwoop. No, sir; this is a grant of funds. 

Mr. Yares. It is in the nature of a cost-plus-a-fixed-fee contract 
designated as a grant. 

Mr. Harwoop. It has certain definite characteristics in that the 
money is usually paid in advance, and we do not follow up in great 
accounting detail on the expenditures of the money. We follow it up, 
but we do not require them to expend exactly this amount for equip- 
ment or that amount of money for salaries. We give them certain 
leeway in those respects. 

Mr. Yares. I noticed in here as I read through the justifications 
this statement appearing on page 58: 

Fellowships are awarded in the mathematical, physical, engineering, medical, 
and biological sciences, and such related fields as anthropology, geography, and 
psychology. Although no rigid distribution among scientific fields is or should 
be planned in advance, an effort will be made to insure that all fields are covered 
adequately in case that appears needful. 

Referring to the basic act creating the National Science Foundation 
it proposes— 
to initiate and support basic scientific research in the mathematical, physical, 
medical, biological, engineering, and other sciences. 

Now, my question is what sciences do you intend to foster? Do 
you intend to go into the field of social sciences as well, or do you 
intend to limit your operation to actual phvsical sciences? 

Dr. Waterman. At the moment, Mr. Yates, the intention is to 
confine ourselves to the medical and biological sciences and the 
physical, mathematical and engineering sciences. The purpose of 
this statement which you read was to call attention to the fact that 
we are including the related fields of anthropology, psychology, and 
geography in that list. Going into the matter of social sciences, as 
you know, is of course, possible according to the act. 

Mr. Yates. When you say it is possible according to the act, you 
mean included in the phrase, ‘“‘and other sciences’’? 

Dr. WarerRMAN. Yes; but for 1953 we do not plan to spend money 
in the field of social sciences. 
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DISSEMINATION OF INFORMATION 


Mr. Yates. I think one of the most important things that has been 
lacking with the Government’s research program is the failure to 
disseminate information on projects that have been completed. I 
know a businessman who came to see me in connection with his 
business. He was very much interested in certain work the Gov- 
ernment had done in the field of radiant color. He could not get any 
information about it, although the Government had been doing 
research in that field. To the best of my knowledge it was not a 
classified project. What is the Government doing now by way of 
dissemination of that information? Is it doing anything at all to your 
knowledge? 

Dr. WarerMAN. Yes, indeed, it is. We have had this under active 
discussion with the Library of Congress, which already has a science 
research section working in cooperation with the Office of Naval 
Research of the Navy Department. It has as its mission the classifi- 
cation and cataloging of scientific projects in the Department of 
Defense and the dissemination of information. It is a source to, 
which accredited people may go who wish to know about projects 
as to exactly what information they can get concerning reports 
documents, and other materials. We expect in the Foundation to 
expand this type of service because, as you say, this is a very serious, 
matter, and a very complicated one which will certainly require 
attention. 

The Department of Defense also has a comprehensive system which 
is being set up to deal with this same problem. 

Mr. Yares. Then, will your agency supervise the dissemination of 
information on projects which come within the cognizance of agencies 
other than your own? 

Dr. WaTreRMAN. We expect to lead in a cooperative movement to 
see that these things are done properly. 

Mr. Yares. In other words, your agency will act as a clearing- 
house? 

Dr. Waterman. Ina sense we will take the lead and be sure that 
there is a clearinghouse. 











EXTENT 





OF GOVERNMENT RESEARCH AND DEVELOPMENT 





Mr. Puruitrps. One of the problems before this committee, about 
which the chairman has already asked you, is the extent of research 
work in the Government. Now, I understood that what the chair- 
man was asking, whether you would act as a clearinghouse for all 
Government research work? I did not understand the answer. 

Dr. WarerMAN. You will find in our first annual report, Mr. 
Phillips, a table which deals with the research and development 
| expenditures. 

i Mr. Putuures. Of all Government agencies? 

Dr. Waterman. Of.all Government agencies; yes, sir. 

Mr. Puruiies. What does it come to? 

q Dr. WarerMAN. For the year 1952 the Federal expenditures 

| totaled $2,011,000,000. 
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NUMBER OF AGENCIES AND DEPARTMENTS ENGAGED IN RESEARCH 


Mr. Puttuirps. How many agencies or departments does that show 
as engaged in research? 

Dr. WATERMAN. There is the Atomic Ene Commission, the 
Federal Security Agency, the Public Health Service, NACA, the 
Department of Agriculture, the Department of Commerce, the 
Department of Defense, including the three departments of the mili- 
tary, the Department of the Interior, and the rest are groupings of 
other agencies, smaller ones. 

Mr. Puiuurps. The list I have here, which the clerk secured from 
the Bureau of the Budget, taking out the duplications rather rapidly, 
shows a list of 22 agencies and departments of the Government en- 
gaged in research. 

think what concerns this committee is the possibility of duplica- 
tion and unnecessary expenditure of money. 

Mr. Anprews. What is the total cost, Nir. Phillips? 

Mr. Puiuuirs. The total shown here is estimated for 1952 at 
$2,500,000,000. What is your figure? 

Dr. WatrerMAN. These are expenditures. 

Mr. Puaiuuips. Then it would be $2,011,000,000. This means that 
there are 22 agencies engaged in research. 

Has there been any effort made by you, before engaging in new 
research and development and expenditures, to do something about 
limiting any of the research work done in other agencies, or analyzing 
it? 

Dr. WaTERMAN. Yes,indeed. We are familiar with their programs, 
and in the receipt of our proposals, as you may have gathered from 
earlier remarks we will always check to find out what other agencies 
are doing with respect to a given proposal which is coming in, 

Mr. Putiuips. What assurance can this subcommittee get, and 
from where would we get it, that there is no duplication, and that 
here are no unnecessary expenditures being made at a time when we 
are running into a heavy deficit? 

Dr. WaTrerMAN. Here is one statement, Mr. Phillips, which is 
contained on page 3 of the printed justifications. 


This increase has been taken into account— 
meaning in the program of research support— 


in arriving at the recommendations for the basic research budgets for the Depart- 
ment of Defense and other agencies, 

The second reason is connected with the nature of basic research, 
which is that if one is to do a really good job in planning a program 
it is absolutely necessary to make sure that what you start is not being 
done already by somebody else. Otherwise, you are doing damage to 
the people involved. 

Dr. Field could give you an illustration of a program in dealing 
with the Public Health Service where proposals came in similar terri- 
tory, on the manner of handling proposals in the field in its relation 
to what the Public Health Service is doing, for example, or the Office 
of Naval Research. 

Dr. Fre.p. Through interviews with people in the Public Health 
Service, and through documents which the Public Health Service pro- 
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vides, it is possible for us to keep well informed and quickly informed 
as to what the Public Health Service is doing in its fields. 

Mr. Puiuuirs. The first witness testified as to the need of scientific 
research and gave two illustrations which may not have been the hap- 
piest ones to use. He gave hybrid corn for one, and rust in wheat for 
the other. Hybrid corn is probably the outstanding result of re- 
search in this generation, I suppose, in the agricultural field, put it 
seems to be the only one anybody uses for the purpose of illustration. 
This is the third time that has been used as the one outstanding evi- 
dence of research within a week, and I do not believe the Federal 
Government had anything to do with it. 

Dr. Barnarp. The reason I happen to give it is because it reflects 
what can be done 

Mr. Puitures. You are trying to convince us that the Federal 
Government should spend more money on research. 

Dr. Barnarp. Your statement convinces me that the Federal Gov- 
ernment should be spending more money on it. 

Mr. Puriturps. And you want further investigation into rust re- 
sistant wheat. 

Dr. WarerRMAN. A discovery like that goes back into basic research 
genetics; it goes back to fundamentals. That is where it is done. 

Mr. Puiuurps. We have been developing rust-resistant wheat for 
15 or 20 years, and it was Russia which did the basic research on it, on 
both cold-resistant and rust-resistant wheat. 

Dr. WarerMAN. The thing is that if you can succeed in having 
more basic research genetics you will have more of this type of im- 
portant research. 

Mr. Puruures. You see, what you are trying to convince this sub- 
committee is that the Federal Government for the first time in its 
history can do something like this more cheaply and more satisfac- 
torily than private agencies or colleges can. Do you not think every 
land-grant college in the United States and every agricutural college 
is working on both rust-resistant wheat investigation and on other 
matters similar to hydrid corn? 

Dr. WarrerMAN. That is very true, and this goes back to one of my 
earlier remarks, that the Government agencies with their special mis- 
sions, such as the Department of Agriculture, are trying to produce 
practical results, and this gets them and others back into the area of 
basic research by which their efforts are directed toward a given goal. 
In the history of science some of the most important discoveries have 
come where you did not know what you were going to find. 

Mr. Puitures. We are on sort of a type of fishing expedition? 

Dr. WatrerMAN. It has been called a gamble sometimes. It is 
more like an investment. 

Mr. Puitures. As a practical matter what research was discontinued 
in the Department of Agriculture when you came into being? 

Dr. WarrerMAN. The only statement that I can make on that is the 
one I have just read, which takes into account our next year’s pro- 
gram. I am sure, though, that in view of the number of problems 
which scientists are finding in the country, plus the fact that the sur- 
vey shows that there are many able men who have not the facilities 
with which to do this research, that the Government departments will 
be very much pleased to have additional fundamental research done 
in addition to what they are doing. This will contribute both to 
progress and to efliciency. 
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UNIVERSITIES AND COLLEGES FROM WHICH PROPOSALS HAVE BEEN 
RECEIVED ; 


Mr. Puruurps. I remarked last year that I have never known a 
university to turn down the offer of a grant of money. Did you say 
a ge a list of universities and colleges to which grants have been 
made? 

Mr. Harwoop. We will provide that to the committee. 

Mr. Puruuies. What I want to know is their relative size. How 
many of these grants went to small colleges and universities compared 
to the number going to Boston Tech and California Tech. 

Mr. Harwoop. We will provide you with a list of all the institutions 
that have made proposals, a complete list. 

(The list is inserted earlier in the record.) 

Mr. Puiuiips. That is not to include the ones you have accepted. 

Mr. Harwoop. No, those are not the ones we accepted because the 
Board meeting is not until about 2 weeks hence. 


GENERAL COUNSEL’S OFFICE 


Mr. Puiurrs. Referring to your organization chart I am a little 
bit interested in how you can justify four people in the Office of the 
General Counsel. Is the general counsel here today? 

Dr. WatrerMAN. No, he is not here. 

Mr. Patties. How can you justify four people in the Office of the 
General Counsel of the National Science Foundation? 

- Dr. Warerman. There is the general counsel and his junior assist- 
ant. 

Mr. Puivurps. Yes, and two clerical employees. 

Dr. WarerRMAN. Yes, and two clerical employees, that is right. 

Mr. Puiuurps. Your statement that they are there, is not what | 
have asked for. I can see that from the justifications. I asked how 
you would justify them. How is there that much work in an agency 
of this kind to justify having four people in the Office of the General 
Counsel? Peing the only nonattorney on this subcommittee, I am 
the only one who can properly ask about the excessive number of 
lawyers. 

Dr. WarerMAN. Mr. Harwood, do you want to answer that? 

Mr. Harwoop. First of all, we have a large number of legislative 
questions which come up and which are related first to the interpreta- 
tion of the act itself. The counsel and his assistant have been steadily 
busy during the last 6 months on questions on the meaning of the act 
and the relationship of the act to other acts, and other matters con- 
cerning legislation. 

Secondly, I suppose really the biggest job in terms of man-hours is 
because we do not.plan to make any grant of funds or award any 
fellowships or use the funds in any way which we have provided to 
us by appropriation without review by counsel.’ This means that we 
have to have a review of the proposed grants by counsel who assists 
the scientific staff in reviewing the proposals. Counsel has to look at 
many more proposals than will be eventually granted. We have re- 
ceived 130 proposals and each one takes time to review. We are 
receiving them, as Dr. Field and Dr. Klopsteg testified, at a very 
heavy rate, and next year it will be at an even greater rate. I might 
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add that the lights are on in the office of the counsel for longer than 
8 hours each day. 

Dr. Barnarp. I think probably half of the questions that are asked 
in meetings of the Board have to be addressed to counsel. They 
cover everything in the range of human relationships, where we have 
to know what the law is and what the statutes are. 

Mr. Puiturps. As a mathematical calculation, that is four people 
taking 2 days for every one of those proposals. They must be pretty 
complicated proposals. 

Mr. Harwoop. If this were the only thing they do that might be 
true, but other questions that come up take a great deal of their time. 
Would it be possible for counsel, as he is not present here this morning, 
to present a statement on more of his activities for the record? 

Mr. Putuures. I think I will leave it to the lawyers on the sub- 
committee if they think this is an overload on that organization. 

Mr. Harwoop. This is the budget for 1953. Currently we only 
have one clerical employee in this office. 


PERSONAL SERVICES 


Mr. Puiturps. That is my next question. Of the 134 positions on 
this sheet of paper how many are actually filled at the present time? 
Mr. Harwoop. Some 62 are currently employed. 


CLASSIFICATIONS 


Mr. Puruurrs. Do you know what their classifications are? I 
notice that you have a lot of chiefs for the number of Indians, that 
on the basis of $9,000 and up you have 30 above $9,000 and 104 below. 
You have 47 above $8,000 and 87 below. That is about two to one. 
It seems to me, compared to other agencies which come before us, 
that that is fairly top-heavy personnel. 

Mr. Harwoop. This would not be top-heavy if we had an opera- 
tion underneath this top organization. Actually, we have been very 
careful with our salaries, and we have compared the average salary 
of our staff to private foundations doing similar work, and we have 
also compared it to other governmental agencies where work is 
essentially on the policy level, and it compares very favorably. 

Mr. Puiuures. Vo you consult the Civil Service Commission when 
vou determine your salaries? 

Mr. Harwoop. We have consulted the Civil Service Commission. 
We have given them information on every high grade in our staff. 

Mr. Puruurps. Have they approved all of these salaries? 

Mr. Harwoop. The Commission does not specifically approve of 
individual salaries, but all of the jobs that are under the Classification 
Act have been reviewed and are under the standards which have been 
established py the Civil Service Commission. 

Mr. Putiures. Did they write job descriptions for every one of 
these positions? 

Mr. Harwoop. No, sir, we wrote job descriptions in accordance 
with the usual pattern. We did submit job descriptions of all the 
key positions to the Civil Service Commission including the ones out- 
side the Classification Act. 


93850—52—pt. 1—_—-14 
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REQUESTS FOR GRANTS 


Mr. Puiuurrs. When are you going to bring up your list of requesis 
for grants? 

Mr. Harwoop. That will be available with the transcript tomorrow, 
or whenever the transcript is delivered. 


EXTENT OF GOVERNMENT RESEARCH AND DEVELOPMENT 


Mr. Corron. I have just one point, Mr. Chairman, and this is 
repetition. 

Doctor, you have two or three times mentioned the report of your 
Commission, and that in that report you cataloged to some extent the 
research activities of the Government. To whom was that report 
made, to the President? 

Dr. WaTEeRMAN. Yes, sir, sent to the President for transmission to 
Congress, according to the act. We have copies here if you would like 
to see them. 

Mr. Corton. In that report did you at any point make any recom- 
mendation about the curtailing of any research activity to avoid 
duplication or unnecessary expenditure of public funds? 

Dr. WatrermMaN. Of course, this report is based on the fiscal year 
1951 and makes no specific recommendations. I can only say that 
the general point of view is expressed that the special purpose of the 
research which is associated with the mission of an agency should be 
appropriate and the research sound. The Foundation is not at- 
tempting to take a monopoly on basic research, but it is research in 
the general interest which the Foundation stands for. 

Mr. Corton. Doctor, all I wanted to say was this, that it must be 
obvious to every one of you gentlemen in view of the fact that the 
chairman has gone into it, Mr. Yates has gone into it, and Mr. Phillips 
has gone into it, that one thing is very much in the minds of this 
committee. Speaking for myself, if I remain on this committee 
I want to be a friend of your agency. I recognized its importance 
when the bill was passed through Congress that established or created 
the National Science Foundation. At that time, to my recollection 
two arguments were advanced that caused Congress to create this 
organization and declare it to be our policy to continue it. One was 
that we needed an organization to engage in basic research. 

Now, the other point was that we needed an agency or an organiza- 
tion that would coordinate, clarify, organize, and prevent waste and 
duplication in the researches of this Government. That was one of 
the appealing arguments that were made. Now, this subcommittee, 
and I will only take a minute, Mr. Chairman 

Mr. Tuomas. Take all the time you want, Mr. Cotton. 

Mr. Corron. This subcommittee has occasion to deal with many 
scientists. They come here in connection with the National Advisory 
Committee for Aeronautics, the Atomic Energy Commission, and 
many other agencies. The Federal Communications Commission, 
for instance, talks about their studies in dividing up the spectrum. In 
all these other various branches we run into these scientists. Some- 
times they have a little tendency to regard us as being a little hard to 
make understand what they are saying. One of them told us last 
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year that we were not competent to try to coordinate their efforts and 
to say that this group is doing too much or this group is doing too 
little and, perhaps, they were right in that statement. 

Now, if an eminent body of scientists familiar with this field is going 
to assist the President, the Congress, and this committee in an effort 
to restrain, clarify, and coordinate all of these activities then, surely, 
you are going to justify your work here 100-fold even in addition 
to this basic research of which you speak, and you are going to have 
many friends behind this table. However, I cannot conceive of one 
scientist ever saying that another scientist’s appropriation should 
be curtailed. I cannot conceive how this report, which is new this 
year, will come along next year and the year after saying that there 
is some unnecessary work going on in the Department of Agriculture, 
the land-grant colleges or the National Advisory Committee on 
Aeronautics. I am just wondering if you realy think that with 
your funds you will come up with a research and development policy. 
Are you merely going to list these things and pass over real duplica- 
tions, or are you going to formulate a national policy actually, even 
if it cuts, and try to help us to spend money wisely in our research, 
both in basic research and in the other types? What do you say 
about that? 

Dr. WaTEeRMAN. We feel that is our responsibility. It is our job 
to evaluate research in science and evaluate what the particular 
agencies are doing in research and as a result of that come up with a 
national policy which would eliminate unnecessary duplication. 

Mr. Puinurrs. Will you be in a position to do that in the next 
fiscal year? 

Dr. Waterman. I believe that we can make good progress in that 
direction. 

Mr. Corron. This is my last question. Do you predict next year 
when you come in here that in your report there may be something 
Pee would actually lead to certain economies in our general research 
field? 

Dr. WareRMAN. I would certainly hope so, yes. 

Mr. Corron. That is all. 


ALLOWANCES PAID TO MEMBERS OF BOARD 


Mr. Putuurps. I have another question, Mr. Chairman. 

Mr. Tuomas. Yes, Mr. Phillips. 

Mr. Puitures. You have 24 members on your board. Do they 
draw any salary or per diem? 

Dr. WaTERMAN. Only when they meet. 

Mr. Putuurps. They receive a per diem? 

Dr. WarprMan. That is right. 

Mr. Puriurps. How much? 

Dr. WATBRMAN. $25 a day is the statutory fee. 

Mr. Puriurps. How often do they meet? 

Dr. WarEeRMAN. About every month. 

Mr. Putiures. What is the average attendance? 

Dr. WaTERMAN. The average attendance is very close to the 
maximum. 

Mr. Harwoop. Twenty. 
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Dr. WarerMAN. It is about 20. 

Mr. Putuuips. And in addition to the $25 a day they get a travel 
allowance? 

Dr. WaTERMAN. Yes; they get a travel allowance. 

Mr. Putiures. How much is that? 

Mr. Harwoop. It is $9 a day, the same as Federal employees. 


EXTENT OF GOVERNMENT RESEARCH AND DEVELOPMENT 


Mr. Putuurps. I think it might be a good idea, if it is all right with 
you, Mr. Chairman, to put in the record this list of research and 
development activities of the Government as furnished by the Bureau 
of the Budget. This table I have been using is for 1952. I believe 
there is a more recent one for 1953. It might be well to put the latest 
one in the record at this-point. 

Mr. Thomas. Yes, I think so. 

(The matter referred to is as follows:) 


RESEARCH AND DEVELOPMENT 
ESTIMATED OBLIGATIONS AND EXPENDITURES, 1953 BUDGER 


The attached tables show the estimated obligations and expenditures for re- 
search and development for the fiscal years 1951, 1952, and 1953 contained in the 
1953 budget recommendations submitted to Congress by the President. These 
amounts for research and development are carried under many different accounts 
in the budget document and are not identified as such in cases where research and 
development activities are integre.ted with other functions of the same agency. 

For purposes of this anatysis ‘“Research and development” has been defined to 
include (1) scientific research in the physical, mathematical, biological, medical, 
and engineering sciences; (2) development of experimentat models and proto- 
types; (3) construction of research and development facilities and pilot plants: 
and (4) experimental production. Routine testing activitier, top: ographie and 
hydrographic surveys and mapping, and separate programs of research in social 
science subjects have been excluded. 

Obligations shown in the tables correspond to the “direct obligations’? shown in 
the budget schedules, and thus include all obligations for research and develop- 
ment from appropriations, contract authority, and transfers, but exclude obliza- 
tions from reimbursements and working funds received from other appropriations. 
Expenditures also are on the same basis as in the budget, and hence are the total 
cash payments for research and development during each fiscal year out of all funds 
avaiable to the agency, net of reimbutsements ®nd any other receipts of the agency 
on account of research and development activities. 
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TaBLE I.—Summary of total amounts including construction of facilities 
[In thousands] 





Obligations Expenditures 





ease 
1951 1952 | 1953 1951 
actual estimate | estimate | actual 


BY DEPARTMENT AND AGENCY | | 


1952 | 1953 
estimate | estimate 
| 








| 
| 
| 
} 
| 
| 
| 
| 


Atomic Energy Commission. $284, 864) $341, so seer 688) $249,017) $349, a $338, 928 
Federal Civil Defense Administration - --- 1, 042) 2, 093) 0 43) 891) 4, 500 
Federal Communications Commission- --- 206) 190} 193) 180) 201 
Federal Security Agency... 51, 932) 61, 452) 45, 53, 373! 75, O15) 62, 414 
General Services Administration 83) 71) 143) 128) 
Housing and Home Finance Agency ---- 787| 379) 
National Advisory Committee for Aero- | j 

navtics 84, 400 ,897| 84, 256 31, 587| 0,438} 76, 530 
Nationa! Science Foundation 151) 2, 150) 9, 735) 74 1, 100} 3, 350 
Reconstruction Finance Corporation asad 6, 167) 8, 840) 8, 675) 57 ; 8, 675 
Smithsonian Institution- 268} 267] 267 253 
Tennessee Valley Authority. eB AG RA 19, 523| 18, 834 | 18, 865) 5, 573) , 210) 4, 061 
Veterans’ Administration 5 5, 071) 4, 513 | 5, 100} , 4, 781 
Devartment of Agriculture 51, 079) 51, 664) 52, 548) , 310) 7 52, = 
Department of Commerce 13, 597| 16, 504) 12, 874) 5 i 








Department of Defense, military func- } 

tions: | | | : 
Department of the Air Force | 755,346] 1747, 500! 344,939] 523,000) 1 680, 000 
Department of the Army. .- ee 3] 593,164) 1554,979) 198,315) 355,200} 1455, 280 
Denartment of the Navy 76| 667, 624) 1 673, 649) 420,816} 500, 000) 1 618, 000 
Office of the Secretary of Defense _ ___- 82,315) ! 62, , 006) 1, 830) 11,900, 142,000 


Total, military functions_..._....._- ‘tL, 407, 595 2, 098, 449/12, 038, 1 134| 965, 900) 1, 390, 100111, 795, 280 
Department of Defense, civil functions. _- 2, 300) 2, 000) 2, 000) 2, 300} 2, 000) 2, 000 
Department of the Interior 33,990) 40,447/ 38,873) 32,057| 36,794] 38, 819 
537) 3 1, 500 472) 85) 1, 243 
Treasury Dapartenent TE cass neeittepoceek 528) 503} 653) 374 599 453 


Grand total 11, 964, 120 “2,79 750, 035 12, 588, 800 A 449, 678) 2 , 016, 194 12, 410. 027 








BY TYPE OF COST 
Research and development operations, all | | 

agencies . _ _ 1, 630, 736) 2, 208,665, 2,348, 511) 1, 233, 787) 1,616,199) 1, 987, 895 
Construction of facilities, all agencies Bian 333, 384) 541, 370} 1 240,379! 215,891) 399,995 1 422,132 








Grand total | 1, 964, 120, 2, 750, 035 2, 588, 890, 1,449, 678) 2, 016, 194 12, 410, 027 





' Additional amounts for construction of facilities may be recommended in anticipated 1953 supplemental 
estimates included in the 1983 budget for the Department of Defense. 
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Taste I-A.—Research and development operations excluding construction of 
facilities 
[In thousands] 





Obligations 


Expenditures 





1952 
estimate 


1952 
estimate 


1953 
estimate 





BY DEPARTMENT AND AGENCY 


Atomic Ene Commission 

Federal Civil Defense Administration. - -. 

Federal Communications Commission... - 

Federal Security Agency 

Housing and Home Finance Agency 

National Advisory Committee for Aero- 
nautics 

National Science Foundation 

Reconstruction Finance Corporation..._.- 

Smithsonian Institution 

Tennessee Valley Authority 

Veterans Administration 

Department of Agriculture 

Department of Commerce 


capers of Defense, military func- 
ons: 
Department of the Air Force_...... E. 
Department of the Army 
Department of the Navy... ........-- 
Office of the Secretary of Defense -- - __ 


Total, military functions 
Department of Defense, civil functions.__- 
Department of the Interior 
Department of State 

ury Department 


Total research and development 
operations 


$206, 825 
2, 10 
201 

42, 050 


376 


51, 530 
3, 350 





613, 046 
478, 164 
598, 624 

82,315 


ae 


433, 000 
313, 000 
474, 000 


404, 000 
571, 000 
42, 000 





1, 772, 149 
2,000 

34, 475 

63 

503 


oe: B33 


#8388 | SS85 


000 
33, 579 
85 

599 


1, 562, 000 
2, 000 


34, 619 
1, 243 
453 











2, 208, 665 





cr 
& 
4 
lal 








1, 616, 199 





1, 987, 895 





TasLe I-~B.—Construction of facilities 
{In thousands} 





Obligations 


Expenditures 





1952 
estimate 


1953 
estimate 


1952 
estimate 


1953 
estimate 





By department and agency 


Atomic Energy Commission.__........__- 

Federal Civil Defense Administration _ __. 

Federal Security Agency ___- 

General Services Administration ___- 

Housing and Home Finance Agency 

National Advisory Committee for Aero- 
nautics asochivarnweciinle dea di 

Tennessee Valley Authority 

Department of Agriculture. _- 

Department of Commerce -. ... : 


Department of Defense, military func- 
tions: 
Department of the Air Force .__...._- 
Department of the Army._____.-.--- 
Department of the Navy 


Total, military functions 
Department of the Interior 


Total construction of facilities -----| 333, 384 | 541, 370 








152, 054 
1, 798 


142, 300 
115, 000 
69, 000 


1 49, 342 
118, 000 





326, 300 
5, 972 





1 135, 842 
2, 000 











1 240,379 


215, 891 





7, 000 


233. 280 
200 


129 








1 Additional amounts for construction of facilities may be recommended in anticipated 1953 supplemental 
estimates included in the 1953 budget for the Department of Defense. 
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Fe 


Fe 


Fe 
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TABLE II.—Detail by agencies and bureaus 
[In thousands] 





Obligations 


Expenditures 





1951 


1952 


actual | estimate 


1953 
estimate 


1951 
actual 


1952 | 1953 
estimate | estimate 





Atomie Energy Commission 
Construction of facilities_............- 
Additional indirect costs 


Federal Civil Defense Administration... . 
Construction of facilities 
Additional indirect costs.............. 


Federal Comunications Commission 
Additional indirect costs 


Federal Security Agency: 
Publie Health Service. oa 
Construction of facilities.....____- 
Additional indirect costs 


General Services Administration: 
Publie Buildings Service: Construc- 
tion of facilities (Geophysical In- 
stitute, Alaska) 


Housing and Home Finance Agency 
Construction of facilities 
Additional indirect costs 


National Science Foundation (total esti- 
mate) 


Amount for research and develop- 
ment, total 


Reconstruction Finance Corporation 
Smithsonian Institution 


Tennessee Valley Authority 
Construction of facilities 


Department of Agriculture: 
Research and Marketing Act of 1946... 


Office of Administrator, Agricultural 
Research Administration 


Research on strategic and critical agri- 
cultural materials 


$157, 901 | $202, 961 
120, 583 | 131,003 
6, 380 7, 934 


$189, 329 
66, 495 
8, 864 


$116, 729 


$162,901 | $197, 961 
178, 634 132, 103 
7, 934 8, 864 





284, 864 | 341, 898 


264, 688 


349,469 | 338, 928 








1, 000 1, 455 
500 


42 138 


2, 807 
2, 000 
103 


655 
100 
136 





2, 093 


4, 910 





891 | 





156 
34 


180 
35 








152 | 
28 





190 


215 


180 





34, 256 








143 





50 
329 





379 








44, 305 
17, 282 


51. 530 





61, 587 


76, 530 








74 


4, 900° 
—1, 550 








3, 350° 













































































214 


TaBLe II.—Detail by agencies and bureaus—Continued 


{In thousands] 





Onion ions 


E ntasiiell 


1951 | 1952 1953 1951 1952 | 1953 
actual | estimate | estimate | actual | estimate | | estimate 





Department of Agriculture—Continued 
Research on agricultural problems of 
Alaska : 
Construction of facilities 


Office of Experiment Stations 
Construction of facilities. 


Bureau of Human Nutrition 
Home Economics-___-- 
Bureau of Animal Industry... 


Bureau of Dairy Industry 
Construction of facilities 


Total. 





‘ieee 
| 
pw 
| 


iad 


and | 


| 


| 





ak 


80] 


$270 | 


270 





$270 


270 | 





12, 775 
2 i. 


12, 800 | 


| 
a 


oS 


$332 


|. 


__ 382 2 i 





: 
inne 
Dalen DEROS 


12, 816 | 


12, 943 | 


12, 943 


12, 752 | 
25 | 


12, 77 | 


a 


12, 817 | 








1,131 | 
3, 602 


Bureau of Agricultural and Industrial | 


Chemistry-_- 


Bureau of Plant Industry, 
Agricultural Engineering. __-_. 
Construction of facilities _____ 


Total 


Bureau of Entomology | 
Quarantine __ Ci cab ay SAE 


Forest Service. 
Construction of facilities._.._____- 
Total 


Soil Conservation Service 


Production and Marketing Adminis- | 


tration. .__- “ 


Total, Department of Agriculture 
Construction of facilities 


Total 


Department of Commerce: 
National Bureau of Standards: 
Total program: 
Research and development 
Construction of facilities. _ 
Additional indirect costs 


Total (gross) 


Deduct reimbursement from other 
agencies: 
Research and development 
Additional indirect costs_- 


Total reimbursements _- 


Net program: 
Research and development 
Construction of facilities 
Additional indirect costs 


Total (net) National Bure: 
of Standards. -_- 
Weather Bureau_- 


Bureau of Public Roads ; 
Construction of facilities 
Additional indirect costs 


Soils and | 


1,011 
3, 353 


1,005 





1, 549 


1, 549 





1,001 j 
3, vee | 





10, 343 | 
85 | 


10, 428 | 


and Plant | 


4, 3085 


| 4, 481 
596 

| 50,944 
135 


51, 079 


32, 437 | 
1, 271 
3, 863 | 


11, 008 
275 


11, 283° 





‘a 51 


ne 511 
sve i Be 


well 


51, 389 | 
275 |. 


aos | 


37, 571 


— 26, 786 
—2, 674 | 


| —29, 460 


5, 651 Ee 
1, 271 
1, 189 


8,111 | 


—41, 475 
—3, 792 


—45, 267 | 


667 


502 


"110 





4,499 


1,7 708. 





658 | 


82,548 | 


“} 


52, 548 | 


10, 100 
3, 944 





4, 292 
15 


4, 307 | 





24 


“49, 782 # 
528 | 
Pe erg 


5, 310 | 


55, 746 | 
115 | 


5, 418 


| 61, 279 


| 
| —49, 867 


—3, 499 | 


5, 879 


—53, 366 | 


142 


1, 402 | 


8, 360 | | 


6, 816 | 





1, 62 | 


51, 672 
§ 


51, 787 





660 | 


$270 


12, 953 


1, 699 


51, 918 


2”) 
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TaBLe IIl.—Detail by agencies and bureaus—Continued 


{In thousands] 





1951 
actual 


Obligations } 


| estimate 


Expenditures 


| 


| 1953 | 
| estimate 





1952 | 
estimate | 


1952 1951 


actual 


1953 
estimate 





Department of Commerce—Continued 
Civil Aeronautics Administration_--_- 
Additional indirect costs........-- 


Total, Department of Commerce 
Construction of facilities _- 
Additional indirect costs____. 


Department of Defense, 
tions: 
Research and development budget 
category: 
Department of the Air Force: 
“Direct cost” category 
“Indirect cost’’ category -- 


military fune- 


Total, Air Force 


Department of the Army: 
Ordnance Corps 
Signal C orps 
Chemical Corps 
Corps of Engineers 
Medical Service. siaieascs 
Transportation Corps 
Quartermaster Corps. . .- 
Adjutant General 
Army-wide projets 
Army Field Forces Boards... 


Subtotal, Army.___-- ; 
Department of Defense activi- 


Total, 
gory Z 
“Indirect cost” category. 


“direct. cost’’ cate- 


Total, Army 


Department of the Navy: 
Bureau of Aeronautics 
Bureau of Ordnance 
Bureau of Ships 
Office of Naval Research __ 
Bureau of Medicine 

Surgery 
Bureau of Supplies and Ac- 
counts 
Bureau of Yards and Docks. - 
Bureau of Naval Personnel 
Marine Corps 


and 


se détocscene 


Total ‘‘direc t cost os stegory 
“Indirect cost’’ category - ._-. - 


Total, Navy__-- 
Office of the Secretary of Defense: 
Emegency fund (“direet cost’ 
category) 


Total ‘‘direct cost’’ category 
Total “indirect cost”’ category 


Total, research and development 
budget category 


' Undistributed balance Jan. 10, 1952. 


$3, 711 | 
309 


| 
$3,075 | 
307 | 


i 
$3, 242 $7,126 |. 
287 | 


$2, 637 | 
287 | 


313 


$3, 509 





4, 020 | 


z 287 
1, 731 


10, 579 | 


ae 520 





10, ), 988 | 
3, 940 
1, 948 | 


10, ‘24 : 
4, 584 | 115 
1, 679 | 2, 476 | 


10, 283 | 10, 964 
2, 788 
2, 293 


15, 438 | 
3,049 | 
1,776 | 





44, 018 


_ 368, 608 


157, 249 
46, 257 
26, 751 
16, 185 


16, 497 


_ 304, 806 


134, 149 
106, 254 
64, 111 
65, 658 


~ 991, 375 


324, 590 | 





132, 261 | 


16, 504 | | 12, 74 | 





| 
| 
} 
| 


238, 130 | 
34, 600 | | 


739 37 0, 000 | } 


25, 000 | 
, 000 | 


400, 000 

73, 000 
47 3, 000 
a aie ees 
76, 478 135, 000 
29, 031 42, 000 
14,188 | 25, 000 
8,814 | 13, 000 
4, 37 7, 000 | 
1, 07 


314, 000 | 
56, 000 | | 


272 
«i 


“607, 000 | 


277, 786 | 
54, 266 | 
38, 126 | 
21, 388 | 
11, 652 | 

5 » 930 | 


210, 000 
45, 000 
30, 000 

4 17, 000 
4 10, 000 

9 3, 000 5, 009 
9, 000 9, 000 
1, 000 | 1, 200 
3, 500 | 5, 800 
1, 500 | 2, 000 


405, 336 43,8 335, 000 
21, pos 


432, 522 | ; 1 


17, 478 | 


—_—-|- 


6, 000 | 


15, 000 


427, 244 
17, #20 


445, 164 | 


246, 000 | 
14, 000° 


_260, 000 | 


350, 000 
17, 000 


367, 000 


450,000 | 143, 815 ca 
18, 637 12, 000 | 


468, 637 | 186, 815 if 





| 

161, 519 
126, 395 
78, 300 
53, 296 


1m, 532 | 

2, 339 | 
36, 731 | 
39, 423 | 


185, 000 | 
142, 000 | 
85, 500 | 
55, 500 


135, 000 
85, 000 | 
50, 000 | 
42, 000 | 


3, 000 | 


500 
500 | 
400 
2, 600 | 


155, 000 
110, 000 
75, 000 
50, 000 
3, 449 3,500 | 2, 291 3, 300 
237 
974 1, 
32 | 
167 | 


| 

700 | 
2, 000 

800 | 

5, 000 | 


600 
1, 800 
600 
3, 700 
D, 000 
, 000 


~ 320, 000 | 
80, 000 | 


276, 726 | 


430, 460 | | “480, 000 
70, 000 


| 
94, 164 | 94, 649 


574, 649 | 346,726 | 400, 000 , 000 


10, 000 | 


~ 890, 000 1, 190, 000 
150, 000 180, 000 


6 8, 680 
116, 600 


11, 423, 405 1, 
176, 813 


515, 000° 
195, 286 





1, 123, 636 








775, 


1, 600, 218 1, 710, 286 


, 280 1,040, 000 | A, 370 0, 000 





TaBLeE II.—Detail by agencies and bureaus—Continued 


{In thousands] 





Obligations 


Expenditures 





1952 
estimate 


1952 
estimate 


1953 
estimate 





Total “indirect cost” category—Con. 
tes tm of facilities 
Department of the Air Force 
Department of the Army 
Department of the Navy 


Total, construction of facilities... 


Additional indirect costs, Research 
and re Board (Office of 
the Secretary of Defense) 


shed and support of military 

Department of the Air 
Department of the a, 
Department of the Navy 


Total, military personnel costs _- 


Other indirect costs: 
Department of the Air Force 
Department of the Army 
Department of the Navy----.----- 


Total, other indirect costs_._.-_- 


Total ve indirect costs, 
Air For 


vav 
Total, additional indirect costs, 
Office of the Secretary of De- 


Total additional indirect costs. 


Total military functions: 
Department of the Air ~Synas 
Department of the Army - 
Department of the Navy. - ba 
Office of the Secretary of Defense _ 


Total, Department of Defense, 
military functions. 
Department of Defense, civil functions: 
partment of the Army, civil func- 
tions: Corps of Engineers (civil func- 


Department of the Interior: 
Bonneville Power Administration... 
Additional indirect costs 


Bureau of Land Management 
Bureau of Indian Affairs 


Geological Survey _. --- 
Construction of facilities ___- 
Additional indirect costs 


2 $135, 000 
2 51, 280 
2 47,000 





2 233, 280 





i) 





EES 








20, 000 
10, 000 
25, 000 


=S 


= 
t 





55, 000 


3 8 
$|$83 |3/238 | 8. 





63, 000 
33, 000 
74, 000 


1, 931 


2a 
£28 





171, 931 








755, 346 
593, 164 
667, 624 

82, 315 


680, 000 
455, 280 
618, 000 

42, 000 





: 


2, 098, 449 /2, 


2 
s 


BK 


1, 795, 280 











aSisesiox |S 


— 
— 
ao 





562 





s 
#32) 3| se8) aes! wg 


gig ZlesBie¢s|.e |2 


8, 100 


9, 700 
630 
250 


Fs 40, R00 
900 
270 








12, 014 








13, 200 





8, 300 


10, 580 





11,970 








1 Additional amounts may be recommended in anticipated 1953 supplemental estimates included in the 


1953 budget. 
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TaBLE II.—Detail by agencies and bureaus—Continued 


[In thousands] 





Obligations 


Expenditures 





1952 
estimate 


1952 
estimate 


1953 
estimate 





Bureau of Mines 
Construction of facilities 
Additional indirect costs 


National Park Service 
Additional indirect costs 


Wap ésxntbtce ak Sicdes a> 


Fish and Wildlife Service 
Construction of facilities 
Additional indirect costs 


Total, Department of the Interior. . _..__- 
Construction of facilities. ............. 
Additional indirect costs 


tal 
Department of State: International infor- 
mation and education program 


Bureau of Engraving and Printing 
Additional indirect costs. 


Total, Treasury Department 
Additional indirect costs 


$17, 528 
98 


* 


$17, 826 
1, 260 


$17, 730 


1, 180 





21, 586 


22,110 





33 
1 


37 
1 





34 


38 





3, 922 
25 
41 





3, 988 

















32, 057 
472 





261 
40 





301 





68 
5 








73 








329 
45 
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TaR.e IJI.—Reconctliation with Special Analysis D—‘Investment, operating, ani 
other budget expenditures” in the 1953 budget document (pp. 1165-1172 


[In millions] 





| Expenditures 





| | 1952 





RECONCILIATION OF TOTALS | 


Total for research and Covelapanent operations, excluding | } 
construction of facilities (table I-A 

ane for economic and social aes research not included | 
above: 

Department of Commerce, Bureau of the Census 
Other agencies ---- 

Deduct additional indirect costs, De /partment of Defe nse, 
military functions (table IT, p. 9) classified ‘‘Other curre nt } 
operating expenses’’ in Special Analysis D_.-- 

Adjustment for research equipment for new facilities of the | 

Federal Security Agency, Public Health Service included 
with other costs of construction of facilities in table I-B but 
not classified as public works construction in Special Analy- | 





Total for research and de perement, in museial arc 
D, 1953 budget (p. 1170)___-- 








DERIVATION OF DETAIL 


Amounts classified as ‘‘Military services’: Department of 
Defense, military functions, Research and esa pomp 
budget category (table II, p. 8)... -- 

National Advisory Committee for Aeronautics. (table Eas. 

Reconstruction Finance Corporation (table I-A) ‘ 

Department of Agriculture, research on strategic and critical 
agricultural material (table II, p. 3) 





Total for “‘military services’? research and development in 
Special Analysis D, 1953 budget (pp. 1167 and 1170) ___---- . 

Total for “civil” research and development in a Analy- 
sis D, 1953 budget (pp. 1167 and 1170) 








Total for ‘“‘Research and Development’’ in Special 
Analysis D, 1953 budget, as above 











NUMBER OF AUTOMOBILES 


Mr. Puiturrs. How many automobiles do you have, and are you 
requesting any new ones for 1953? 

Dr. WaTeRMAN. We have one automobile now. We do not plan 
purchase of any new automobiles in 1953. 


BASIC RESEARCH OF GOVERNMENT AGENCIES 


Mr. Yares. I was wondering if you had requested a list of the 
projects on basic research being done by the other agencies of the 
Government? 

Dr. WarrerMAN. We have some lists. 

Mr. Yates. You have those lists now? 

Dr. WATERMAN. Yes, sir; on the basic research projects. 

Mr. Yates. Of all of the agencies of the Government? 

Dr. Waterman. No, not all of the agencies. 

Mr. Harwoop. Of some of the agencies. 

Mr. Yares. Of some of the agencies? 

Mr. Harwoop. Yes. 

Mr. Yares. What proportion of the total number on the table Mr. 
Phillips was referring to do you have? 
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Dr. WATERMAN. I am not speaking now about research and develop- 
ment, but only research. 


Mr. Yates. You mean basic research as contrasted with applied 
research? 

Dr. WATERMAN. Yes. 

Mr. Yates. Are you in a position to appraise the applied research 
projects as well? 

Dr. WarerMAN. This is a thing the individual agency should pro- 
vide its own funds for, because that is directed tow vard a field where 
they are expert. 

Mr. Yates. Well, are you in a position’to inventory it, to show 
what is actually going on? 

Dr. WarrerMaAN. We can provide background information from 
basic research as it bears on that project. 

Mr. Yates. I am thinking only in terms of being a clearing house 
as a source of knowledge between the various agencies themselves, 
in order to know what is going on, and rather than having to call up 
50 different agencies, it seems to me it would be much more feasible 
to call your agency to see whether a certain problem is being looked 
into. Is that a feasible operation for your agency, as far as applied 
research is concerned? 

Dr. WaterRMAN. Not as far as applied research is concerned. 

Mr. Yartss. It is not? 

Dr. WatrerRMAN. No. But we can do it by direct contact with the 
agency concerned, suc h as the Depariment of Defense, if asked. 

Mr. Yates. Then how are we going to eliminate any duplication 
in applied research problems? We will be just wandering around as 
we are now. 

Dr. Waterman. I believe the act does specifically detail the re- 
search 

Mr. Yates. I am thinking in terms of a clearing house. One of 
the things which appeals to me is what appeals to Mr. Cotton, that 
here we are with this huge budget for research and we do not have a 
list of what is being done in any national clearing house. Is not your 
agency the logical one to have such a clearing house, even,on applied 
research? 

Dr. WaterRMAN. We could certainly do that, Mr. Yates. For the 
time being we are trying to start by not making ourselves too thin 
in the program, so we are beginning with the basic research angle. 
In applied research it is very necessary to take into account the 
interest of the agency itself, because they have a good deal of experi- 
ence in that, and they know what their mission is. 

Mr. Yares. This is not an appraisal function, ace ording to me. 
The only thing I am inquiring about is a librarian’s function, just a 
list of the pr ojects themselves, so that if inquiry is made as to whether 
a certain project is being undertaken they could come to the National 
Science Foundation for information to find out if it has been under- 
taken and by which agency. 

Dr. WarerMaN. That we can do, yes, sir. 


(The following letter was supplied later to the committee for in- 
sertion in the record.) 
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NATIONAL ScrENcE. FounpatIon, 
Washington 25, D. C., January 17, 1952. 


Hon. ALBERT THOMAS, 
Chairman, Commitiee on Appropriations, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Cuarrman: Toward the conclusion of the hearing on January 15 
before your committee, on the foundation’s 1953 budget, several members of the 
committee wanted to know how the foundation would discharge its statutory 
obligation ‘‘to evaluate scientific research programs undertaken by agencies of the 
Federal Governnent. * * *’ My review of the transcript indicates that 9 
concise summary of the present position of the foundation with regard to this 
point may be helpful to the committee. If this statement succeeds in clarifying 
oe matter, it would be appreciated if it could be published with the record of the 

earing. 

First, may I call to your attention that the Bureau of the Budget, in approving 
the $7,000,000 increase for research support in our 1953 estimate, decreased the 
research budget of the Department of Defense and other agencies by this amount, 
and that the Atomic Energy Commission is discontinuing its general purpose fellow- 
ship program concurrently with the proposed increase in ours. 

Since success in the evaluation function will depend largely upon the caliber of 
the scientists engaged in it, I have taken especial pains in recruiting a top scientific 
staff to ensure that the responsible man in each major field of science is equipped 
to provide leadership in program evaluation, derived from the confidence in him 
both of the scientific community and of the responsible scientists in the other 
Government agencies. : 

In the evaluation of research programs as varied as those supported by the 
Government there is required, as a first phase, analysis and evaluation of current 
progress in science itself, its potentialities and limitations. This phase in the over- 
all evaluation requires the advice and guidance of the country’s leaders in scientific 
research. This is under way. 

As a second phase, concurient with the first, it is necessary for the foundation 
to become thoroughly acquainted with the research programs of the agencies con- 
cerned with research. For this purpose the foundation will need to study reports 
and summaries of the research programs of Federal agencies and actively consult 
with their research staffs. The foundation will likewise be concerned with the 
missions of the several agencies in their planning of research, and the analyses 
leading to selection of the work to be undertaken. In this the contribution of 
the National Science Foundation will be assistance in eliminating research bott!e- 
necks; providing sources of research information bearing upon the problems of 
each agency; and suggesting ways of bringing about increased, concerted effort in 
research. 

In this process of consultation the foundation will expect, in the light of its 
increasing knowledge of basic research, to suggest promising leads for develop- 
ments of importance to the agency, and to point out where lack of basic knowledge 
should discourage active pursuit of applications, pending further fundamental or 
background research. This latter area is one in which the possibilities for econ- 
omies are great. 

From the combination of the two phases of analysis and evaluation suggested, 
most important and far-reaching savings and increases in efficiency may conifi- 
dently be expected. These may, for evample, counsel postponement of costl) 
development until further inexpensive basic or background research is done, or 
the amalgamation of parallel work with consequent reduction of staffs, and similar 
economies. At the same time, this approach should ensure that programs of high 
priority in research and development, such as occur in defense and public health, 
be given maximum impetus by focussing upon them the full power of the most 
talented and experienced research scientists in the country. 

In the above remarks, it should be clearly understood that the National Science 
Foundation has and should have no authority to direct the research of any agency, 
public or private. The foundation conceives its responsibility to be that of tak- 
ing leadership to ensure proper coordination and concerted effort along the most 
promising lines, and the avoidance of effort in unprofitable pursuits. At the same 
time, full opportunity must be given to individual initiative, subject to the advice 
and counsel of the highest scientific authorities. 

This whole matter has been the subject of a series of discussions with the Bureau 
of the Budget, and there is tentative agreement between the Bureau and the 
foundation that the evaluation of the scientific research programs undertaken by 
agencies of the Federal Government is an important function of the foundation. 
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Agreement has been reached that this function will require continuing year-round 
study by the foundation. In this study the foundation will have increasing op- 
portunity to consult and advise with the agencies themselves, the President, and 
the oa on the budgetary requirements of the Federal research program, as 
it develops. 

The starting point of this survey and evaluation is properly in the region of 
basic research, but it will necessarily extend to include applied research programs. 
Thus the initial emphasis must be in basic or fundamental research. As studies 
enter the field of applied research the weight of evidence from each agency in 
relation to its mission becomes more and more important. 

It is my judgment that this function presents an outstanding opportunity for 
economies in the expenditure of Federal funds and for the elimination of undesir- 
able duplication both in actual work and scientific manpower. In carrying out 
this responsibility the foundation will undoubtedly accumulate information which 
will be useful to the President and the Congress in considering the major decisions 
to be made on the Federal research program. Believing that your committee 
will be interested in following progress in this endeavor, we shall aim to keep you 
informed. In addition, we shall be pleased to be of any assistance to you in any 
specific instance that you may feel desirable. 

Sincerely yours, 
Atan T. WatrerMAN, Director. 


SELECTIVE SERVICE STATUS OF FELLOWS 


Mr. Tuomas. Have you made any arrangements with the selective 
service people relative to drafting one of your fellows? Suppose one 
of them has started on his training course and has been in school about 
4or 5 or 6 months, and the draft board gets him, what happens? 

Dr. WatrerRMAN. We would have to stand on the law as it is now, 
and that is that I believe a man can finish his education. 

Mr. Tuomas. Are these people all exempt by virtue of the fact that 
they are outstanding students and by the mere fact that you have 
screened them and they have passed the examinations and tests? 

Dr. WatrerRMAN. This would have to be decided, I believe, by the 

draft board. Public Law 51, signed by the President on June19,1951, 
states that— 
“any person who while satisfactorily pursuing a full-time course of instruction at 
a college, university, or similar institution is ordered to report for induction 
* * * shall, upon the facts being presented to the local board, be deferred 
(a) until the end of such academic year, or (b) until he ceases satisfactorily to 
pursue such course of instruction, whichever is the earlier. 

Mr. THomas. You think that will take care of them? 

Dr. WaTERMAN. §es, I hope so. , 

Mr. Tuomas. Gentlemen, it has been pleasant to see you all, and a 
Happy New Year to all of you. Thank you all for coming over to see 
us, 
































































Unobligated balance, estimated savings 


. Executive direction and administration 
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Appropriation or estimate 
Preposed supplemental due to pay increases 
Reimbursements from other accounts 


Total available for obligation 


Obligations incurred 


Amounts available oad ettiganion 


TuEspay, JANUARY 15, 
TARIFF COMMISSION 


WITNESSES 


OSCAR B. RYDER, CHAIRMAN 
LYNN R. EDMINSTER, VICE CHAIRMAN 
EDGAR B. BROSSARD, COMMISSIONER 
JOHN P. GREGG, COMMISSIONER 
GEORGE McGILL, COMMISSIONER 
LOYLE A. MORRISON, DIRECTOR OF INVESTIGATION 
LOUIS S. BALLIF, CHIEF, TECHNICAL SERVICE 
BEN D. DORFMAN, CHIEF ECONOMIST 

PAUL KAPLOWITZ, GENERAL COUNSEL 

DONN N. BENT, THE SECRETARY 





| 1952 estimate 


195: 





3 estimate 


> eR, 1, 600 | $1, 388, 000 
| 34 600 | 


1, 285, 200 





© Se 


| 


‘€ 388, 000 


1, 388, 000 





Obligations by activities 





Description 


. Research, investigations, and reports on international trade, 


tariffs, and commercial policies 


Obligations incurred 


Ghiiguious by objects 








211, 992 | 


| 
| 1951 actual 


$1, 032, 405 | 


! 
| 1952 estimate 


$1, 058, 576 


226, 624 





1953 estimat: 


$1, 158, 49 


229, 510 





1, 244, 397 | 


1, 285, 200 E 


1, 388, OO 








Object classification 















01 







02 
03 






06 
07 






O08 






15 


















Total number of permanent positions 
Average number of all employees -- 


Average salaries and grades: 


General schedule grades: 

Average salary 

Average grade__-. BEEN) olen, ee 
Crafts, protective, and custodial grades: 

Average salary ____. ‘ ws linea 

Average grade 
Ungraded positions: Ave rage sal: ary 


Personal services: 
Permanent positions RR RS BT epee : 
Regular pay in excess of 52-week base_.....____- 
Payment above basic rates ¢ 
Pay ments to other agencies for reimbursable details. 

Total personal services 

Travel 

Transportation of things _- 

Communication services_- 

Printing and reproduction 

Other contractual services 

Services performed by other agencies 

Supplies and materials... 

Equipment 

Taxes and assessments... 


Obligations incurred _- 


J 1951 actual 























j 


| 1952 estimate | 1953 estimate 
| | ee 
2 209 22 
21 201 | 214 
=— = = 

$5, 280 $5, 977 | $6, 02 
GS-8.2 GS-8.6 GS-8. 

$2, 735 $3, 035 $3.0 

CPC-3.3 CPC-3.3 CPC 
$8, 34 348 $3, 562° $3, 744 
$1, 172, 861 $1,290, 812 $1, 314, 21¢ 
ierloaucne adhe acai = 4, 7s4 
600. |_... 
B hordet oder a tart! bebo em 

1, 175, 495 1, 235, 750 1, 319, 00 
11, 854 26, 500 18, 000 
gS ee 100 

4, 466 4, 200 4, si 
: 12, 861 3, 500 | 19, 000 
dnt 1, 958 800 | 2, 000 
3, 001 2, 300 | 3, 100 
20, 203 11, 350 | 16, 200 
14, 453 | 500 | 5, 500 
94 | 300 | 800 
| 1, 244, 397 1, 285, 200 | 1, 388, 000 

{ 


stimate 


388, 000 


timate 


158, 499 
229, 510 


388, 000 


stimate 


319, 00 
18, 000 
100 
LS 
19, 000 
2, 000 
3, 100 
16, 200 
5, 500 
800 


BRS OU 
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Analysis of expenditures 





| 1951 actual | 1952 estimate 1953 estimate 








| 
Unliquidated obligations, start of year $78, 325 | $79, 204 | $85, 390 
Obligations incurred during the year 1, 244,397 | 1, 285, 200 | 1, 388, 000 





1,322, 722 1, 364, 404 1, 473, 890 
Deduct: 
Reimbursable obligations_...................-...-.-.-.-.- 698 
Unliquidated obligations, end of year 
Adjistment in obligations of prior years 
Obligated balance carried to certified claims account__.- 





Total expenditures 1, 242, 300 1, 243, 914 | 











Expenditures are distributed as follows: | | 
Out of current authorizations -_ -__- 1, 164, 495 | 1, 084, 201 | , 282, 808 
Out of prior authorizations... __ 77, 805 | 78, 916 | 9, 262 
Out of anticipated 1952 supplemental for pay increases. _- -| saiealisting ar eiomacnil 80, 797 | 3, 203 





Mr. Tuomas. The committee will please come to order. 

It is very nice to have you with us this afternoon. We are es- 
pecially pleased to have our friend, the Chairman, Mr. Ryder, and 
the Vice Chairman, Mr. Edminster, Commissioner Brossard, Com- 
missioner Durand, Commissioner Gregg, and Commissioner McGill. 

I think this is the first time we have had the honor of having all 
the Commissioners here. 

Mr. Ryprer. One of the Commissioners is absent. Mr. Durant was 
detained. 

Mr. Tuomas. We are delighted to have you. 

We also have Mr. Morrison, Director of Investigation; Mr. Ballif, 
Chief of the Technical Services; Mr. Dorfman, Chief Economist; Mr. 
Kaplowitz, General Counsel, and Mr. Bent, the Secretary. 

Mr. Chairman, if you or any of your colleagues have a statement 
for us we will be delighted to hear it. 


GENERAL STATEMENT 


Mr. Ryper. I have a brief statement here. 

Mr. Chairman and members of the subcommittee, you have before 
you the Tariff Commission’s Justification for the appropriation recom- 
mended for it for the fiscal year 1953 by the Bureau of the Budget. 
It, I think, fairly presents the case for the small increase in appro- 
priation which is being requested in order to enable the Commission 
to fill certain key positions on its staff, to enable it to keep up the 
basic research upon which all its activities are based, and to enable 
it to cope with the increased demands which it faces. I do not care 
to oe as on the justification, but merely to emphasize a iew points. 

(1) I should like first to call your attention to the table on page 
I-2. This table shows the average number of Commission employees 
in each year, 1939 to 1953. From this table you will note the decline. 
since 1944 in employment from a war and prewar average of about 
300 to 227 in 1950, 213 in 1951, and an estimated 201 for the current 
year. We are merely asking for funds to support a staff of 214, 
shows the same as in 1951 and much below that in earlier years. 

(2) The second point I should like to emphasize is set forth in the 
secon. paragraph on page I-3 of the justification, which reads as 
ollows 


93850—52—pt. 1 15 
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Even the average employment of 201, estimated for the current year, will be 
attainable in fact only through such drastic measures.as the transfer of the fui! 
amount permitted by the Independent Offices Appropriation Act of 1951 from 
miscellaneous expenses to personal services, and the accompanying curtailment 
of essential printing, supply, and equipment expenditures; leaving unfilled al! 
vacancies occurring during the year; and the withholding of many deserved 
promotions, and the limiting of promotions to those few cases absolutely required 
by law. The attainment of the estimated average employment of 201 is con- 
ditioned, moreover, on the appropriation by Congress of the full amount recom- 
mended by the Bureau of the Budget to meet the Commission's costs under the 
recent pay increase legislation, and upon the continuance throughout the current 
fiscal year of several minor reimbursable projects which are subject to cancella- 
ton at any time by the agencies involved. Still further, as the Commission 
started the current fiscal year at its 1951 level with 211 employees, and has 
necessarily made no appointments since, it is evident that by the close of fiscal 
1952 its actual staff will have fallen below 200. 

(3) The third point I should like to emphasize is that the decline 
in staff just outlined has not been accompanied by any decline in 
workload. On the contrary, the demands upon the Commission for 
work which falls inescapably within its field have steadily increased. 
With its increasingly inadequate staff the Commission has had to 
require unduly heavy work from its emplovees, and has been forced to 
forego entirely the performance of certain functions prescribed by law. 
Moreover, it has not been able to complete as fully or as promptly as 
was desirable some of the projects it has undertaken, including 
projects specifically requested by Congress. Unless the downward 
trend in the Commission’s staff is not only checked but reversed, the 
Commission will progressively be less able to meet effectively even the 
most urgent of the duties imposed upon it by law. 

(4) Another point I think should be emphasized is that a further 
substantial increase in work faces the Commission in the remainder 
of this fiscal year and in the fiscal vear 1953. This increase will result 
principally from increased work, already in process or unquestionably 
forthcoming, under the “escape clause” provisions of the Trade 
Agreements Extension Act of 1951. This provision requires the 
Commission to make an “escape clause” investigation whenever 
requested by any interested party. The Commission has before it 
now 13 such investigations and a much larger number of new appli- 
cations will undoubtedly be filed during the remainder of this fiscal 
year and in 1953. Each “escape clause” investigation requires much 
work, and many of them require very extensive work, including field 
work and public hearings. If these investigations are to be handled 
promptly and effectively, there must be some increase in the staff of 
the Commission. 

If you will now turn to the table on page II—2, you will note that 
work under the escape clause which took 5.8 man-years in the 1950 
fiscal year, took 6.6 man-years in 1951, and we estimate that it will 
take at least 25 man-years of work this year and 40 man-years of 
work in 1953. These estimates for the current fiscal year and for 1953, 
especially that for 1953, are extremely conservative. They represent 
a minimum which may very well be exceeded. You will also note 
from the table on page II-2 that a considerable increase in the Com- 
mission’s work under section 22 of the Agricultural Adjustment Act 
is anticipated. The coverage of this provision has been extended and 
the Trade Agreements Extension Act of 1951 carries a provision 
requiring the Commission to make emergency investigations as to 
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perishable commodities and complete them within 25 days. It is 
virtually certain that the Commission will have much work under two 
existing investigations—cotton and on tree nuts—and that a number 
of other investigations on new subjects will be called for. 

You will note finally from the table on page II-2 that the Commis- 
sion estimates no increase in work in 1953 over that in 1952 for any of 
the activities of the Commission other than those under the escape 
clause and under section 22. We have not estimated any increase in 
the man-years to be devoted to any of these activities notwithstanding 
the fact that in the current fiscal year work under practically every 
classification has been held to the very minimum and could not be 
further reduced without seriously impairing the Commission’s ability 
to do the work required of it under each of the headings. This is 
particularly true of its work in general research and assembling basic 
data, in its work on tariff information summaries, in its work of 
assisting Congress, and of its work in assisting other Government 
agencies, almost entirely defense agencies. 

(5) The final point I should like to call special attention to is that 
the small increase the Commission is asking will be used entirely to 
fill vacancies in important positions on the Commission’s staff, vacan- 
cies which because of lack of funds the Commission has had to leave 
unfilled. Unless the Commission is able to fill these vacancies, it 
will be unable to perform satisfactorily the urgent work it is required 
by law to do. Even if it is given funds to fill them, the Commission 
will be able to meet only the more important and pressing of the de- 
mands upon its services. All indications are that it will be barely 
able to do that with the small increase in staff requested. 

The reductions in staff during recent years have not yet had their 
full effect on the work of the Commission. Many of its most ex- 
perienced employees have left the service on account of age or through 
transfer and many others are approaching retirement age. The 
Commission has not had the funds to fill the vacancies resulting from 
actual retirements and separations. Still less has it been able to 
employ junior experts to assist and understudy the men who are soon 
to retire. 

The Commission’s personnel situation is well illustrated by what has 
happened to its group of commodity specialists, which numbered 
nearly 70 in former years, and has been curtailed successively to its 
present level of about 53. Since many thousands of commodities are 
covered by the tariff act, each specialist has had to cover a wide range 
at best. As the commodity staff has been reduced, each remaining 
specialist has had to handle an increasingly difficult burden of addi- 
tional commodities. For example, the Commission has already lost 
this year specialists who handled such important commodities as raw 
wool, cattle, beef, poultry and eggs, sisal, hemp, jute, cordage, optical 
and other scientific instruments, certain iron and steel products, flat 
glass, certain lumber products, pulp, and certain paper products. 
These commodities have had to be assigned to other commodity 
specialists who were so overloaded that they already had difficulty in 
covering the wide range of commodities for which they were respon- 
sible. The effect of increasing the number of commodities covered 
by each commodity specialist becomes especially acute when, at the 
same time, a special investigation is called for with respect to two or 
more commodities handled by the same expert. For example, the 
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Commission has in progress ‘“‘escape clause” investigations on tuna 
and on groundfish fillets and its entire staff on the wide range of 
fishery products consists of one senior and one junior expert. One 
expert in the Metals Division handles, among other products, motor- 
cycles and bicycles each of which is the subject of an investigation 
under the “escape clause’’ procedure. 

That is a brief outline of the position we arein. It is a very difficult 
position. We ask serious consideration of it. 

Mr. Tuomas. Mr. Chairman, you have made an excellent state- 
ment. 

There are six Commissioners, are there not? 

Mr. Ryper. That is right. 

Mr. THomas. We have five of them with us this afternoon. I wish 
that you would refresh my recollection. Are the Commissioners ap- 
pointed for a period of 6 years? : 

Mr. Ryper. Yes; one each year. 

Mr. Tuomas. How long have you served on the Commission, Mr. 
Chairman? 

Mr. Ryper. I have been on the Commission since 1934 One of 
the Commissioners, Mr. Brossard, has been on since 1924 or 1925. 
Mr. Durand has been on since 1935 or 1936, and Commissioner Ed- 
minster has been on since 1942 and Commissioner Gregg since 1946. 

Mr. Tuomas. Who is the junior member of the Commission now? 

Mr. Ryper. It depends upon how you count it. The two latest 
are Mr. McGill, former Senator from Kansas, who has been on the 
Commission since 1944, and Mr. Gregg. 


PERSONAL SERVICES 


Mr. Tuomas. For the fiscal year 1952 you had 201 employees, | 
believe. 

Mr. Ryper. That is the average. 

Mr. Tuomas. And for the fiscal year 1953 you are requesting 214 
at a cost of $1,319,000 as against 201 at $1,235,750 for 1952. 

How many employees did you have on the rolls as of January 1? 

Mr. Bent. Two hundred even. The 201 is the average for the 
year. We will be down considerably below 200 at the end of the year. 
We are filling no vacancies. 

Mr. Tuomas. I noticed in your justifications, that in order to main- 
tain that average employment of 201, you used money from other 
objects to pay salaries. 

Mr. Ryper. That is right. 

Mr. Bent. You will reeall in the Independent Offices Appropria- 
tions Act last year, I think section 605 was the provision that 2 percent 
of the total limitation could be transferred, and since we had been 
cut, as all others were cut, we saw no alternative but to do that. It 
amounted in our case to $21,850 that was transferred mainly from 
three accounts—printing, supplies, and equipment, which we just 
practically wiped out. 

Mr. Tuomas. The 2 percent was intended as a little leeway there in 
personnel? 

Mr. Bent. That is right, and that is what we availed ourselves of. 

Mr. Tuomas. The justification states that you used your mone) 
from other objects for personnel. 
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Mr. Bent. You mean back under the miscellaneous expense part 
of it? 

Mr. Tuomas. Yes. 

Mr. Bent. That isright. You see, l happen to have that provision 
before me here. Section 605 provides: 


And provided further, That the amounts for personal services in those para- 
graphs where amounts for such personal services have been expressly limited in 
this Act may be exceeded by 2 percentum of said limitation on personal services 
if said 2 percentum is available from the total of any such appropriations, or 
authorization. 

Well, the only other place where funds were available was in the 
miscellaneous objects. 

Mr. Ryper. We did that in order to prevent a further reduction 
in our staff. 

Mr. Tuomas. The purpose of all these limitations were to bring 
about just what you have not brought about—a reduction in staff. 

Mr. Ryper. We have reduced our staff. We have reduced our 
staff by not filling vacancies and otherwise. We will be down from 
about 211, where we started the year to well below 200 at the end of the 
year, with the results that I have stated. 

Mr. Puituires. What is your total personnel as of this moment? 

Mr. Bent. 200 even. 

Mr. Ryper. An even 200. 


COMPARATIVE ACTIVITY TABLE 


Mr. Tuomas. We will insert the table on page I-10 in the record 
at this point. It covers pretty well the picture. It shows your 
salary expense, travel, and other object expenses. 

(The table referred to is as follows:) 
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TRAVEL 


Mr. Tuomas. Was this travel item of $26,500 for 1952? 

Mr. Bent. That is correct, sir. 

Mr. Tomas. As against $11,854 for 1951. Why the sizable in- 
crease? You have reduced it this year. 

Mr. Bent. In the earlier months of this year we had to travel at a 
rate something like $2,500 per month, and there appeared to be every 
likelihood of that continuing throughout the year, so we requested a 
supplemental of $19,000, which I think you will recall, and which was 
passed with relation to that item of travel. 

Mr. Tuomas. I remember that figure of $19,000. 

Mr. Bent. That is right. Naturally, while that was pending we 
could not behave as though it were passed, so there was a period of 
some months in there when we just did not know if we were going to 
shut down the whole thing or not. However, it did pass, and we now 
have some heavy travel scheduled throughout the balance of the year. 

Mr. Tuomas. So, in not living up to the intent of the Congress in 
reducing personnel, you have spent your other objects money and have 
come back for an increase to offset it in supplies, materials, and so forth. 
Materials is up from $11,350 to $16,200. Your equipment is up from 
$500 to $5,500. There is no need of fussing about it, but you knew 
what you were doing. 

Mr. Ryper. We just had to do it in order to do the work the Com- 
mission is required by law to do. We had to keep whatever staff we 
could and the result is we had to cut down other expenditures to the 
limit. That is all there was to it. 


JUSTIFICATIONS OF ESTIMATES 


Mr. Tuomas. I read your justification, Mr. Chairman, and you 
really are a good advocate. 

Mr. Ryper. I am not only a good advocate, but the Commission 
has a good case. 

Mr. Tuomas. The Bureau of Agricultural Economics in the De- 
partment of Agriculture is doing practically everything vou are doing 
so far as agricultural products are concerned. The State Depart- 
ment is doing similar work, so you put your justification up as a 
“catch-all” for all Government agencies. 

Mr. Ryper. No, sir. We are doing only the work we are required 
by law to do, which no one else is doing, or can do. They are not 
equipped to do it. 

Mr. THomas. What do you mean by “not equipped to do it’’? 

Mr. Ryper. They do not have the experience or the staff with the 
experience to do it. 

Mr. TuHomas. Do you mean that the Bureau of Agricultural Eco- 
nomics does not do and is not equipped to do this same work? 

Mr. Ryprr. No; they do not do the work that we do, and never 
have. The special work that we do on agricultural products is only 
that which comes to us under the escape clause and under section 22. 

Mr. Tuomas. In figuring that out you have to compute what a 
bushel of wheat costs, a pound of cotton costs, and what a cowhide 
costs? 


Mr. Ryper. No; we have not actually done that. 
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Mr. Tuomas. I mean theoretically that is about true, is it not? 
What do you do, then? 

Mr. Ryper. On cotton, back in 1939, we took action. We put an 
export subsidy on and it was feared that foreign cotton would flow in 
here and cotton would be exported to get the export subsidy. So we 
acted quickly, I think in 5 weeks, and made a recommendation to the 
President that a quota be imposed on cotton and it has been in effect 
ever since. In the most recent years we have had an application for 
a supplemental quota, and we have had to go into that. That is 
just an illustration of what we have done on cotton. 

Mr. Tuomas. Of course, the Department of Agriculture did not 
have anything to do with the cotton quota system, did it? 

Mr. Rypver. No. 

Mr. TxHomas. | wonder if you could get them to agree to that 
statement? 

Mr. Ryper. They do agree to it. Under section 22 the Tariff 
Commission is given the work because it was felt that someone out- 
side the Department of Agriculture should pass upon the desirability 
of import restrictions to protect the various programs, and we have 
done that faithfully, and I think fairly. 

Mr. Tuomas. Are you going to do that work regardless? 

Mr. Ryper. Oh, yes. 

Mr. Tuomas. Congress not only gives you the money to do it, but 
you are going to do it just the same. You are devoted to duty. I 
have to compliment you. 

Mr. Ryper. Congress imposed upon us that duty, and we naturally 
ms om the Congress to give us funds to carry out that duty. 

Mr. Brossarp. As a matter of fact, Secretary Brannan himself 
went before the Ways and Means Committee and defended the situa- 
tion, that the Tariff Commission should do this work under section 22 
by a very vigorous, firm, statement to that effect. 

Mr. Puiturps. Did he say that he was giving up the Bureau of 
Agricultural Economics? You appear to be doing its work. 

Mr. Brossarp. There is no duplication in our work whatever; 
none. I happened to have been in both sections, so I know. 


COMPARABLE MAN-YEAR TABLE 


Mr. Tuomas. We will insert in the record at this point page II-2 
of the justifications. 
(The justification referred to is as follows:) 
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Mr. Tuomas. This table shows the number of man-year assistance 
you are giving to other agencies. 

Mr. Puruuipes. When it was testified as to 200, was that 200, actual 
individuals or man-years? 

Mr. Ryprr. People on our rolls at the present moment. 

Mr. Bent. 200 bodies at the present time. 

Mr. Ryprer. It would average out 201 for the year. 


WORK PERFORMED FOR OTHER GOVERNMENT AGENCIES 


Mr. Tuomas. What other agencies are you doing work for? I 
notice you merely alluded to it in about two words in your justifica- 
tion. Youdid not say what. 

Mr. Ryprr. Chiefly the defense agencies for the things that they 
callupon ustodo. We doit at their request. 

Mr. Tuomas. Explain that. You have a certain duty under the 
law which you are required to do. How is it that these other agencies 
call upon you? 

Mr. Ryprr. One of the things that we are required by law to do is to 
assist other agencies. That is one of the specific requirements. It 
was anticipated that we would have information and skills along 
certain lines which would be useful to other agencies. 

Mr. Tuomas. Where do the defense agencies fit in? 

Mr. Bent. I think that I can add some detail on that. 

Mr. Txomas. I believe that you devoted 9 man-years to helping 
other agencies in 1951 and you anticipated it will be 10 for this year? 

Mr. Ryper. You are right; 10 this year and 10 next year. 
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-, Tuomas. What is the type of work the other agencies ask you 
to do? 

Mr. Ryper. I will ask Mr. Ballif to answer that. 

Mr. Baur. Our work for these other agencies, Mr. Chairman, 
falls into about four different types. One is certain monthly reports 
that we obtain from manufacturers of chemicals for the National 
Production Administration at their request, and for which they 
reimburse us. This is a continuation of what we were doing last 
year when we explained it to you. I have copies of the reports that 
indicate the nature of the work; this material is obtained every 
month. We send the information we obtain from producers to the 
NPA just as promptly as we can. On one form we canvass about 
123 manufacturers; on the other, about 160. 

Mr. Tuomas. What is the purpose of these reports that you obtain 
every month? 

Mr. Baur. To assist the National Production Administration in 
allocating and controlling the materials. 

Mr. Tuomas. I thought that you were doing this for a long time. 

Mr. Bauuir. We have, but it has been greatly expanded at their 
request to cover additional materials. As a matter of fact, about 40 
percent of the items covered have been added at the request of the 
National Production Administration and for which we are being 
reimbursed. 

Mr. THomas. How much did they pay for that? 

Mr. Bauutr. There is a present contract for $10,000 which may be 
subject to change. We are negotiating with them on that now but 
do not know the answer. 

In addition we are doing some special jobs for the National Pro- 
duction Agency in connection with our annual report on synthetic 
organic chemicals with which I think you are familiar, and very 
frequently in determining whether or not to grant tax relief on new 
construction of plants they ask us to get information on the past 
production of individual companies which we cover in the annual 
report. This information is used in determining how much additional 
production they will authorize to be built under the tax relief pro- 
vision. We are doing that. 

Mr. Tuomas. What does that have to do with the tariff law? 
Is not the Federal Trade Commission doing practically the same thing? 

Mr. Bauutr. I do not think, Mr. Chairman, they are furnishing 
this particular kind of information, because they do not have it. 
I think we are the only agency that has the production of these syn- 
thetic organic chemicals by individual plants. 

Mr. Tuomas. What do they pay for this job? 

Mr. Bauutr. That is included in the estimate that Mr. Bent gave 
you. That is covered by the reimbursement. 

Mr. Tuomas. Does the $10,000 you mentioned cover all the work 
for the National Production Administration? 


INVOICE ANALSES FOR NPA 


Mr. Bauurr. Another type of work that we are doing for the 
NPA are invoice analyses of the imports of mica and industria! 
diamonds. 
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Mr. Ryper. He means by “invoice analyses” an anrlysis of import 
invoices. 

Mr. Tuomas. In the New York office? 

Mr. Bauurr. Yes; but we cover outside ports. We are making 
arrangements to cover outside ports, and the National Production 
Administration has advised us that they would like to have us add 
graphite and asbestos to that project. We have not actually under- 
taken work on these two commodities. We are being reimbursed for 
the work on mica and industrial diamonds. 

Mr. Tuomas. What is the object of that information? Everybody 
knows from the National Production Administration on up and down, 
that one of the scarce things in this country, is industrial diamonds. 
You have the stockpiling crowd trying to find them all over the world, 
so what is the object of this report? 

Mr. Bauurr. The object is to make sure they know of every single 
diamond, industrial diamond, brought into this country, who gets it, 
and so forth, so they can direct the supply into necessary production 
channels. We ascertain the grades and sizes of the imported prod- 
ucts, and turn the information over to the NPA right after the end 
of the month; then they are able to check up immediately on the 
supplies of those materials. 

Another type of work we are doing for the defense agencies is to 
render service on quite a number of their departmental committees 
of experts. For example, there are committees, headed by the 
Munitions Board, on ol ae copper, lead, zinc, nickel, textiles, 


pulp, lumber, and nonmetallic minerals, and we spend a good deal of 
time furnishing those committees information from our files. In 
this way the defense agencies have the benefit of the judgment and 


advice of our experts. 

We also did considerable work for the International Materials 
Conference which has to do with the international allocation of 
strategic materials. Our technical experts served on the wool, 
nickel, tungsten, tin, copper, and rubber committees of the Inter- 
national Materials Conference. We are not reimbursed for that work 
because it is impractical to add up the time spent on it. In any case 
we feel that such service is clearly within our own sphere of work. 
Weare directed by law to assist other Government agencies by making 
available to them the technical and other information that we have 
accumulated. 

Another type of assistance we have been rendering to the defense 
agencies is the loan of personnel. For example we loaned several 
of our experts to OPS to assist in setting up their Accounting Division 
for Wearing Apparel. They asked us for assistance so we loaned three 
or four of our experts even though we were short-handed at the time. 

Mr. Tuomas. What kind of apparel? 

Mr. Baur. Wearing apparel. That includes clothing, leather 
goods, shoes, and so on. 

Mr. Patties. You were reimbursed? 

Mr. Baturr. No, sir, except for one man. One man was down 
there for some time and we received reimbursement for him. How- 
ever, when they call a man for only 3 or 4 weeks, or a month, or some- 
thing like that, to assist them in setting up some unit, we have not 
been reimbursed for that. 
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Here is another way that we help them: There are numerous in- 
formal conferences. ‘They come over to our shop, talk to our experts, 
and we es them the information on various problems that they 
have. That goes on all the time. Sometimes it is only a short visit, 


a telephone call; at other times it involves a substantial amount o/ 
work—preparing a memorandum and giving them the information. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Tuomas. That is all for the National Production Administra- 
tion. How much reimbursement do you get from them? 

Mr. Bent. Well, so far, including the DPA and the NPA together, 
there is a $10,000 contract which I mentioned, synthetic organic 
chemists. 

Mr. THomas. NPA. 

Mr. Bent. That is right, from OPS, $1,900 approximately, and 
from Defense Production people, $3,750. 

Mr. Tuomas. Is that all? 

Mr. Bent. There are others, minor items, some that may come up 
and some that may not and some that we think are now in process to 
be discontinued. 

Mr. Toomas. That is $15,650. We had one agency that testified 
in here the other day that you charged them $7,500, I think, for doing 
their duplicating work. 

Mr. Bent. War Claims. 

Mr. Ryper. They are in our building and have no duplicating 
equipment of their own. 

Mr. Bent. I do not know where they got the figure of $7,500, but 
our estimate of what that will total for the year is approximately 
$4,000. 

Mr. Tuomas. That makes $19,650. Any more? 

Mr. Benv. I might put it this way, that we have estimated and 
included in these figures here that for the year we will have about 
$34,600 for this particular year. 

Mr. Tuomas. Fiscal year, 1952? 

Mr. Bent. Fifty-two, that is right. 

Mr. Tuomas. $34,600? 

Mr. Bent. Yes. That is, of course, an estimate. As I say, I am 
not at all sure that that will actually be realized. 


PERSONAL SERVICES 


Mr. Tuomas. Will you hire additional personnel to do that work? 

Mr. Bent. No, sir; we have not hired a single person since July 1. 

Mr. Tuomas. So that: with the money from other objects and this 
$34,600, you will have some $50,000 or $55,000 over and above what 
the Congress intended to give you for personnel. Isn’t that right? 

Mr. Bent. No matter what Congress intended—— 

Mr. Tuomas. Does it matter? 

Mr. Bent. Would we agree that they intended the same tbing in 
section 605, as they did in earlier sections, if they say you can 
transfer that, you must intend you could do that also. 

Mr. Ryper. We have lived within the law. 
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Mr. AnpREws. May I ask a question? What happens to the 
$34,600 you get as reimbursement from other agencies? You did not 
employ any additional men. 

Mr. Bent. That is right. 

Mr. ANpREws. What becomes of the $34,600? 

Mr. Bent. Well, you see, we started out at the level roughly that 
we had money for 1951, with some 211 people on our staff. Now, the 
cut originally administered to all of us was about 10 percent, as Mr. 
Thomas has pointed out. We made that into an 8 percent cut, 
roughly, by following section 605, which authorized transfer of 2 
percent. That was all the money that we had in sight. 

Now, naturally, there is a certain turn-over that goes on from which 
we estimate to some extent. People retire and leave, transfer, and 
soon. And by not filling any vacancy at all, by promotions, except 
just a few absolutely required by law, we have been banking on the 
fact that we would be able to come out just about in the clear. We 
may not come out even. 

Mr. ANprRews. Even? What do you mean, come out even? 

_ Mr. Benr. I mean that our personal services money will be sufhi- 
cient to carry the staff—— 

Mr. ANDREws. Employ more people than this committee gave you 
money to? 

Mr. Benr. No, sir, to let it graduate directly down throughout the 
year, so that by not filling any positions at all, you see, you have an 
option. You have so much money which will support so many man- 
years of average employment. 

You can either make a big cut near the beginning or a cut near the 
end, or just not fill vacancies as they come along. If you make a cut 
near the beginning, if vou make it big enough, you may be able to 

> replace certain people who are leaving. 
_ Mr. Anprews. So you spend $34,600 that came from other agencies 
' for personal services. 
_ Mr. Bent. Those were things which they asked us to do. It is 
' quite true that if those requests 
' Mr. Anprews. You did not take on additional employees? 

Mr. Bent. No, sir, notaone. If they had not asked us to do that, 
' it would mean, of course, that we would have to spend that much less 
' money and have that many fewer people. 






























REQUESTED INCREASE 





_ Mr. Toomas. Otherwise, how much are you seeking for 1953, more 
» than you had last year? 
' Mr. Bent. That is shown in that table, sir, on I-10. 
Mr. Tuomas. I have it right in front of me. 
q , Mr. Bent. I do not know that I have added that up exactly, 
s but—— 

Mr. Tuomas. $102,800. I will do it in my head. You did not 
» do it on the sheet. 
| Mr. Bent. That is right. 
_ Mr. Tuomas. Did you absorb your pay increases for this year? 
' Mr. Benr. That is still a subject of negotiation with the Budget 
» Bureau and they have asked us to absorb at least a part of it on the 
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theory that this leave situation will save us some money. We can- 
not see that it will, but they have a formula which says that it will. 
Our staff is of quite long tenure and most of our people are not affected 
by this graduated leave. 
_ Mr. THomas. How much was your pay increased? How much did 
it amount. to in dollars and cents? 

Mr. Bent. Our estimate of that was $92,000, approximately. 

Mr. Tuomas. So your increase for 1953 over 1952 will be $194,800 
plus some $56,450 which is made up of $34,600, reimbursements from 
other agencies plus the expenditure of money from other objects. 

Mr. Bent. Well 

Mr. Tuomas. In the neighborhood of $240,000? 

Mr. Benrv. I do not believe that is quite correct. 

Mr. Tuomas. Where is it in error? 

Mr. Bent. These figures include, the 1952 figures include all those 
things that you have mentioned. They include the estimates. 

Mr. Tuomas. Will you have to come back here for a deficiency for 
the $92,000? 

Mr. Bent. That is right, more than the original appropriation. 

Mr. Tuomas. Where are my figure in error now? 

Mr. Benrv. It is correct if you base it on the amount of the original 
appropriation for personal services. Without considering the cost 
of pay increase legislation which affects both 1952 and 1953. 








NUMBER OF PERSONNEL IN SUPER GRADES 


Mr. Tuomas. I noticed here in your breakdown you folks have 
avout some of the finest personnel in the Government. You have 
more 14’s and 11’s than any agency I know of. I only find three 10's 
and they are in the New York office. 

Why is it you only have 10’s in the New York office and do not have 
a single one at headquarters? 

Mr. Rypver. The New York field office is composed of employees 
who analyze an invoice, the customs invoices in order to determine 
special things requested. Mr. Ballif has charge of that work and he 
can tell you about it. 

Mr. Bauuir. I think one point there, Mr. Chairman, is that in the 
case of our professional staff, the commodity specialists and the econ- 
omists, we do not use the old classifications, 8, 10. Our grades run 
usually 7, 9, 11, 12, 13, and 14, 

So that instead of grades 8 or 10 we use grades 7, 9, or 11. 

Mr. Tuomas. Do you have any more 10’s on this position chart? | 
see three, how many more? 

Mr. Bent. That is all, sir. 

Mr. Ryper. Only three. 

Mr. THomas. When were these 16’s granted? 

Mr. Ryper. About 2 years ago, I think. When the original author- 
ization was passed a certain number of positions were permitted and 
we were given two of them by the Civil Service Commission, whenever 
it was done, about 2 years ago is my recollection. 

Mr. Tuomas. What were their grades pefore? 
Mr. Ryper. They were in the next lower grade, 15. 
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OTHER OBJECTS 


Mr. Tuomas. Why the increase in your other objects this year? 

Mr. Bent. I think that is pretty easily explained. 

Mr. Tuomas. Printing and reproduction jumps from $3,500 to 
$19,000. Supplies and materials jumped from $11,350 to $16,200. 

Mr. Ryper. The printing, we cut down on our printing this year 
because otherwise we would have disrupted our staff and not be able 
to do the work that we are required to do. So we cut down our print- 
ing for this year to a very abnormally low figure was you can see. So 
we are asking for a larger figure for next year. 


AUTOMOBILES 


Mr. Putuuirs. Do you have any automobiles? 
Mr. Rypger. We do not. 

Mr. Pures. No automobiles? 

Mr. Ryper. No, never have had any. 


TRADE AGREEMENTS—ESCAPE CLAUSE 


Mr. Puitires. What success has the Tariff Commission had in 
connection with the escape clause in the reciprocal agreements? Have 
you been able to do anything to keep tariffs from going down and 
importations from increasing? 

Mr. Ryprr. Of course, we have cooperated in furnishing all the 
information we could to assist in trade agreements. 

Mr. Puruuies. I understand that. But has there been any evidence 
that your information has caused action to prevent any importations? 

Mr. Ryper. We have no evidence, of course, of how our information 
is used. We give it and as fully as we can. We have had some 
experience now under the escape clause. ‘Phe President has taken 
action in two cases already. 

Mr. Puruuips. Out of how many? 

Mr. Ryper. Well, out of about—well, say, 20. 

Mr. Puriurps. You have a .100 batting average. 

Mr. Rypsr. No, a great many of those cases were very obviously 
such that they did not require any action. We have now some 
very difficult cases, a number of very difficult cases that we will have 
to decide shortly. 

SUPPLEMENTAL REQUEST 

Mr. Puriuips. Do you expect to come up here and ask for a supple- 
mental for salary increases? 

Mr. Ryprer. Oh, yes. We would be down to almost no staff if we 
had to absorb that. We would be down to a very low level. 

Mr. Puiuures. None of that is in the $1,388,000? 

Mr. Ryper. I think so. 

Mr. Bent. That is in there. 

Mr. Ryper. That is right. That includes it. 

Mr. Puiuurps. I asked if you expected to come up again and ask for 
salary increases. 

Mr. Bent. I thought you meant for this year, sir. 
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Mr. Puituirs. Are you coming up to ask for this year? 

Mr. Bent. I do not know that we will, but as I understand it, the 
Budget Bureau is amassing the estimates from all the agencies and 
will submit them in one omnibus bill, but we hope to be in it. 

Mr. Puituirs. What is your figure? 

Mr. Bent. The figure that we have rather tentatively on this is 
$87,000. However, that is not a final figure. They have asked us— 
in fact today we were supposed to be over there today to justify a pay 


increase supplemental and for obvious reasons we won’t be there 
today. 


Mr. Tuomas. The committee will continue in executive session. 


WEDNESDAY, JANUARY 16, 1952. 


SUBVERSIVE ACTIVITIES CONTROL BOARD 


WITNESSES 


PETER CAMPBELL BROWN, CHAIRMAN 
FRANCIS P. BRASSOR, ACTING EXECUTIVE SECRETARY 


SALARIES AND EXPENSES 


Amounts available for obligation 





| 1951 actual | 1951 estimate | 1958 estimate 
i | j 





% pa* : 
Appropriation or estimate age Sites $175, $235, 000 $470, 000 
Unobligated balance, estimated savings...................-- , 634 | “i Janes 





ONatien femme Ete cys bin do o vtec wh 102, 366 | 5, 000 | 470, 000 
Comparative transfer from “Emergegcy fund for the Presi- 
dent, national defemse’’__...........%___.._. Padisets ate ACE Re tee. 
Total obligations... 160, 615 | 235, 000 | 470, 000 
| 


| 
cas 
| 





Obligations by activities 





| | {53 
Description | 1951 actual 1952 estimate | 1953 estimate 
Phe a 5 ' 








. Legal activities. « 39,950 42, 300 


. Adjudication Of cases__.................... : $108, 777 $157,450 $371, 300 
31, 964 | 
. Administrative services ....................-.-- eRe 9, 874 | 37, 600 56, 400 





cad eta 
Total obligations...........- abies ts : 160, 615 | 235, 000 | 470, 000 
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Obligations by objects 





| 
paps SS eS — —_—— 


| 
Object classification | 1951 actual | 1952 estimate | 1953 estimate 





Total number of permanent positions.......................- 2 31 | 56 
Average number of employees. - -_-- pet Aas i 3 | 28 | 52 


Average salaries and grades: 
General schedule grades: | } 
Average salary-..-.-_.- 5, 152 | $5, 651 $6, 509 
Average grade __- ; Sh tg Rindge Fite S-8.! GS-8.7 | GS-96 
Crafts, protective, and custodial grades: | 
pa RE SY AOU TES ERAS 2, 2: $2, 691 $2, 622 
Average grade __ 


(1 Personal services: 
I NG 6s ee ks dd dened bs $180, 975 | 
750 | 


Regular pay in excess of 52-week base # SD 
Payment above basic rates..__.......--....--.--2.-2.. 1,027 | 500 | 
Payments to other agencies for reimbursable details__.| 20, 404 | , 500 | 





Total personal services.._..................-.2-..-. 110,074 | 725 | 

Rs tp i eR Sa 2 i AR Sr } 88 , 000 | 10, 000 
Tramseeentecen G8 Chines. < . 8 os +i Seay Y 4 100 | 300 
Commmpiention per vices. 26.65.6545 55 eee cki sckns-.. 2,363 | 5, 400 7, 000 
Rents and utility services __- = batt } , 000 8, 400 
Printing and reproduction : | 550 | 000 | 1, 500 
Other contractual servic im 4, 003 , 400 | 53, 650 
Supplies and materials.._....................-.- at CEE: 3, 408 3, 600 | 6, 500 
Equipment. - ninth haben d Ssihelh Mikel Sytieln dy madn sl 40,058 | 500 | 

15 Taxes and assessments 71 275 | 


Total obligations..............-..- nth Araneae te: 160, 615 | 235, 000 | 
} 


470, 000 


Analysis of expenditures 





1951 actual | 1952estimate |1953 estimate 





Unliquidated obligations, start of year ; id dan deeb inn tt $18, 428 | $15, 000 
Obligations incurred during the year ‘ $102, 366 | 235, 000 | 470, 000 


102, 366 253, 428 | 485, 000 
Deduct unliquidated obligations, end of year ‘ | 15, 000 


Total expenditures 


Expenditures are distributed as follows: } 
Out of current authorizations | 220, 000 | 
Out of prior authorizations 18, 428 | 








Mr. Tuomas. The committee will please come ,to order. 

Gentlemen, we have the Subversive Activities Control Board with 
us this afternoon. We have the pleasure of having the Chairman, 
Mr. Peter Campbell Brown, and our old and distinguished friend, Mr. 
Frank P. Brassor, acting executive secretary. 

Mr. Brown. If you have a statement for us, we will be delighted 
to hear from you. 

GENERAL STATEMENT 


Mr. Brown. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, the Subversive 
Activities Control Board is one of the newer agencies in the Govern- 
ment. The legal authority for its existence is to be found in the 
Subversive Activities Control Act of 1950 which became law as part 
of the Internal Security Act on September 23, 1950. The Board was 
organized on November 1, 1950. 

_ The principal duties of the Board are summarized on page 1 of the 
justifications which have been filed with the committee. Very 
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briefly, the Board must determine whether organizations are Com- 
munist action or Communist front organizations and whether or not 
an individual is an officer of either kind of organization or a member 
of a Communist action organization. 

Petitions are filed with the Board by the Attorney General or by any 
organization or individual covered by the act. Hearings are then 
held on these petitions, which hearings, of course, are public. Reports 
are prepared, findings are reached, and decisions made. Opinions 
and orders are then published. 

A review of the Poard’s action may be obtained by the filing of an 
appeal with the United States Court of Appeals for the District of 
Columbia. 

The Board does not itself initiate any proceedings, but rather does 
the workload depend entirely upon the number of petitions filed with 
the Board either by the Attorney General or by officers or members of 
the organizations covered by the act. 

We have been engaged in the conduct of a formal hearing, on a peti- 
tion filed by the Attorney General in which the Communist Party is 
the respondent, since April 23, 1951. The current estimate is that 
this case will consume the most of the current fiscal year. 

During the budget year 1953, the Attorney General advises that 
petitions may be filed in 15 or 16 so-called Communist front cases. 
If the funds requested in our estimates are appropriated, we should be 
able to complete this number of cases. 


PERSONNEL 


Our appropriation for 1952 is in the sum of $235,000. We are 
requesting now the sum of $470,000 in 1953, or an increase of $235,000. 
This increase would permit the employment of 25 additional employ- 
ees, Which may be needed in the event an order is entered by the Board 
requiring the respondent Communist Party in the current case to 
register. 

May I say, Mr. Chairman and members of the committee, that in 
the fiscal year 1951 the sum of nearly $73,000 was saved out of the 
$235,000 which had been made available to the Board. In this fiscal 
year of 1952 the erttire cost of the recently enacted pay increase 
legislation has been absorbed. I mention this saving as evidence of a 
policy to make every effort to keep expenditures down to the bare 
necessities. 

The 25 additional employees requested for 1953 would consist of 11 
hearing examiners, 4 hearing-room officers, 7 clerk-stenographers, 2 
messengers, and 1 executive secretary. Mr. Francis P. Brassor, who 
is at the present time acting as executive secretary, is on a part-time 
reimbursable loan to our agency. If the program is to be accelerated 
in 1953, it is felt that we would need a full-time executive secretary. 

The formula which we use in computing possible needs for addi- 
tional personnel appears on page 8 of the justification. 


OTHER OBLIGATIONS 


For what is termed “Other obligations,” we request the sum of 
$95,825. This sum represents an increase of $67,550. The greater 
portion of that increase would be for contract reporting services which, 
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of course, will fluctuate in direct proportion to the number of hearings 
held. The breakdown for this item may be found on page 9 of the 
justification. 

Thank you, Mr. Chairman. 

Mr. Tuomas. That is a very nice statement, Mr. Brown—very 
clear and very much to the point. 

Mr. Brown. Thank you, sir. 


ACTIVITIES AND JURISDICTION OF BOARD 


Mr. Tuomas. As well as I remember, the Board was organized in 
November or December of 1950, and you had about 6% months re- 
maining of the fiscal year 1951. Correct? 

Mr. Brown. Yes, Mr. Chairman. 

Mr. Tuomas. Before we go into that, you gave a very clear picture 
of your activities and your jurisdiction and who starts the wheels 
moving. Of course, it is started by the Attorney General. You do 
not file any motions on your own account. But were there any 
penalties provided in the McCarran Act, under which you operate? 
For instance, suppose your Board holds that X organization is com- 
munistic. What happens to the membership and the organization 
under the act? 

Mr, Brown. They must register with the Justice Department as a 
member of an organization that is dominated or controlled by the 
Soviet Union. 

Mr. Tuomas. There you are. If they do not register, what is the 
penalty for membership in the organization? 

Mr. Brown. Prosecution for that nonregistration by the Depart- 
ment of Justice. 

Mr. THomas. What is the penalty? 

Mr. Brassor. That comes under the Department of Justice. I 
will find the reference in the act. 

Mr. Anprews. Your Board is only a fact-finding agency; is it not? 

Mr. Brown. Yes, sir. 

With regard to your question, I quote from section 15, subdivision 
(a) of the act, as follows: 

If there is in effect with respect to any organization or individual a final order 
of the Board requiring registration under section 7 or section 8 of this title (1) 
such organization shall, upon conviction of failure to register, to file any registra- 
tion statement or annual report, or to keep records as required by section 7, be 
punished for each such offense by a fine of not more than $10,000, and (2) each 
individual having a duty under subsection (h) of section 7 to register or to file any 
registration statement or annual report on behalf of such organization, and each 
individual having a duty to register under section 8, shall, upon conviction of 
failure to so register or to file any such registration statement or annual report, 


be punished for each such offense by a fine of not. more than $10,000, or imprison- 
ment for not more than five years, or by both such fine and imprisonment. 


Mr. Tuomas. So you cannot do anything with the organization but 
fine them, because it is not a body? 

Mr. Brown. Yes, sir; the act so empowers the courts. 

Mr. Tuomas. But you can take the officers and members of the 
organization and fine them $10,000 or imprison them for 5 years or 
both for failure to so register? "That is the sum and substance of it? 

Mr. Brown. Yes; the act so states. 
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UNEXPENDED BALANCE FOR 1951 


Mr. Tuomas. The organization of your Board was finally put into 
operation in late November or December of 1950. You had $175,000 
plus $60,000 from the President’s emergency fund, making a total of 
$235,000. I believe you said the Board only spent about $110,000, 
leaving about $125,000. Was that covered into the Treasury? 

Mr. Brassor. The savings will be covered into the Treasury when 
the appropriation lapses. ? 

Mr. Tuomas. That is not quite an accurate statement. It was not 
$125,000, because you used $50,000 for other objects. The balance 
was $75,000. Was that covered into the Treasury? 

Mr. Brassor. Yes, sir. 


UNEXPENDED BALANCE FOR 1952 


Mr. Tuomas. Do you have an unexpended balance for 1952? 

Mr. Brassor. In 1952 we are absorbing the entire cost of the in- 
creased Pay Act. 

Mr. Tuomas. How much is that? 

Mr. Brassor. $12,840 in 1952. 

Mr. Tuomas. Will you have an unexpended balance after absorbing 
that? 

Mr. Brassor. We will have, because we have the positions of two 
Board members and their secretaries and assistants not now filled, 
and there will be a lapse for those positions for the time they are vacant 

Mr. Tuomas. How much will that be dollar-wise? You have had 
two positions of the Board vacant for about 4, 5, or 6 months already; 
have you not? 

Mr. Brassor. Yes, sir. 

Mr. Tuomas. What is it—a three-man Board? 

Mr. Brassor. A five-man Board. 

Mr. Tuomas. How many vacant positions have you had? 

Mr. Brown. We have had one since June 30 and have had the 
other since the adjournment of Congress on October 23, 1951. 

Mr. Tuomas. As of today, what is the amount dollar-wise? 

Mr. Brassor. That plus this saving in other obligations amounts, 
we figure, for the year to $20,000. 

Mr. Tuomas. And you will not be back for a deficiency to cover 
your Pay Act increase, because you have absorbed it? 

Mr. Brassor. Yes, sir. 

Mr. Tuomas. What is the figure for that? 

Mr. Brassor. $12,840. 


PERSONAL SERVICES 


Mr. Tuomas. I believe in 1951 you had 30 permanent positions; in 
1952 you have 31 permanent positions; and you seek an increase of 25, 
making a total of 56, 21 of whom will be hearing examiners GS-15, 
at a salary of $10,800. In addition you want four hearing-room 
officers. What are they? 

Mr. Brassor. Our need for the hearing-room officers is explained 
on page 8 of the justifications. We want hearing-room officers to serve 
in the capacity of clerks of court—to receive, number, and maintain 
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custody of exhibits and to be responsible for the hearing rooms under 
their jurisdiction. We conduct regular procedings just Bhs any court. 

Mr. Tuomas. How will the hearing examiners function? 

Mr. Brassor. In a quasi-judicial capacity, the same as they do in 
other Government agencies—hearing evidence and writing reports. 

Mr. Tuomas. This is a new innovation for the Board; is it not? 
Heretofore, either one or all of the members have been sitting. - 

Mr. Brassor. Three Board members have been sitting as a panel. 

Mr. Tuomas. Are you getting away from that practice and having 
the evidence all heard by hearing examiners? 

Mr. Brown. No. It may be, in the event an order is entered 
requiring the respondent Communist Party to register at the conclu- 
sion of the current case, that several other petitions would be filed 
with the Board by the Attorney General. I am giving you his belief 
that there may be a number of 15 or 16, which the Board would 
endeavor to process pretty well simultaneously. And in order to 
conduct the greater number of hearings at the same time, several 
hearing examiners would therefore be appointed, we hope, to do it. 


RECENT SUPREME COURT CASE 


Mr. Tuomas. What did the recent Supreme Court case do in regard 
to your activities? 

Mr. Brown. We have not been affected at the moment by the 
recent Supreme Court case, although it occurs to me that the decision 
as to the list of subversive organizations compiled by the Attorney 
General may ultimately flow for such listing into this Board, if the 
thinking in that particular case is followed through. If, on the other 


hand, the Department of Justice has to conduct hearings of their own 
in which due process is given to those who are the respondents and the 
organizations mentioned and the members thereof given an oppor- 
tunity to be heard, it may be that the Board would not be called upon 
to perform any function along that line. 


PETITION AGAINST THE COMMUNIST PARTY 


Mr. Tuomas. How many applications do you have before the 
Board now as filed by the Attorney General? 

Mr. Brown. But one. 

Mr. Tuomas. Are you working on that one? 

Mr. Brown. Yes. The original petition in which the Communist 
Party was named as respondent was filed with the Board on Novem- 
ber 23, 1950. The Communist Party as the respondent was given 
an appropriate time in which to respond and thereupon we were 
brought into litigation in the courts. 

Mr. Tuomas. You had to go into litigation after the motions were 
filed, and then a delay was granted on both motions; was it not? 

Mr. Brown. Yes, sir. 

Mr. Tuomas. In fact, it went to the Supreme Court? 

Mr. Brown. To the three-judge statutory court. 

Mr. Tuomas. Did it go to the Supreme Court or the three-judge 
statutory court? 

Mr. Brown. After a-decision from the three-judge statutory court 
respondent made an effort to go to the Supreme Court which was later 
abandoned. 
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Mr: Tuomas. Anyway, the Communist Party is now before the 
court! 

Mr. Brown. Yes. 

Mr. Tomas. And, of course, if the court had ruled against your 
position in that case, the Board would have had to fold up? 

Mr. Brown. And to follow that thought further, I would like to 
qualify my request for the appropriation here by saying that in the 
event the Board, which is currently taking testimony against the re- 
spondent, were to find that an order requiring them to register should 
not be entered, the same situation would probably result. 

Mr. Tuomas. In other words, the Board would fold up then? 

Mr. Brown. As the presiding officer of the panel which is taking the 
testimony, I believe I would not be able to make any definite state- 
ment with regard to whether or not an order is required until all the 
evidence is in. 

Mr. Yates. They still have a right of appeal. As I remember the 
decision by the three-judge statutory court, they deferred considera- 
tion of the constitutionality of the act pending completion of the case 
before the Board now; did they not? 

Mr. Brown. Yes. 

Mr. Yates. So even though you may find they are subject to the 
provisions of the act, upon appeal to the Supreme Court, the consti- 
tutionality of the act will have to be decided? 

Mr. Brown. That is right. The three-judge statutory court 
held the respondents had not exhausted all of their administrative 
remedies. 

Mr. Tuomas. They did not pass on the constitutional question 
before them at all; did they? 

Mr. Brown. It has not yet been passed on. 

Mr. THomas. How many applications do you have pending now 
as a result of action by the Attorney General before the Board? 

Mr. Brown. None other than the petition which has been filed 
against the Communist Party. 

Mr. Tuomas. How much longer will it take the Board to hear 
testimony and so forth? 

Mr. Brown. The Government has been engaged in presenting its 
case since April 23, 1951, and present estimates indicate that the 
Government may be prepared to rest at the end of February of this 
year. Counsel for the respondent Communist Party has indicated 
that they may take but 1 month, and my best guess would be that the 
actual taking of testimony may be concluded at the end of March of 
this year. 

When I mentioned previously that it may take us until the end of 
the fiscal year to complete the case, I had in mind that upon conclusion 
of the actual taking of the testimony there would then be time allowed 
the parties in which to prepare proposed findings; the panel would 
be given an opportunity to prepare a recommend decision; time for 
oral argument, first before the hearing panel and then before the 
Board; and then final decision of the Board. 

Mr. Tuomas. If the Board finds against them, you can depend on 
it that they will perfect their appeal to the appellate court and from 
there to the Supreme Court, and the case can well be in court for 
2 or 3 years from now. , 

Mr. Brown. That would be a very likely assumption. 
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Mr. THomas. Would it be advisable in the face of that status to go 
ahead with other cases, when all of them’ more or less depend upon 
this one big one? Are not you just really spinning your wheels there 
until you get your pattern? 

Mr. Brown. That is a very difficult question to answer. I believe 
all I could say with regard to that would be that I have been advised 
that should an order be entered requiring the respondent Communist 
Party to register, the Attorney General would then file 15 or 16 
petitions against other so-called Communist front organizations. 


ADDITIONAL POSITIONS IN 1953 


Mr. Tuomas. Certainly you do not need these 25 additional em- 
ployees until the Board finally comes to a conclusion on the question 
in the big case, namely, the Communist Party itself, and that is at 
Jeast 6 months away; is it not? 

Mr. Brown. That is right, sir. 

Mr. Tuomas. I am not trying to throw any blocks in your way. 
We want to help you. At the same time, there is no need of giving 
you so much money when you cannot use it. That is clear; is it not? 

Mr. Brown. I agree with you. 

Mr. Tuomas. You cannot possibly use these 25 people until another 
6 months, and it is doubtful whether you can use them then. 


JUSTIFICATION FOR OTHER OBJECTS 


At this point, we will insert page 9 of the justifications, showing the 
other objects. 
(The matter above referred to is as follows:) 


JUSTIFICATION FOR OTHER OBLIGATIONS 


‘A total of $95,825 is requested for ‘Other obligations’ in the budget year. 
The following summary table indicates the breakdown by objects of expenditure 
and by fiscal years. 


Summary statement—other obligations 





; 1953 
Object 1951 actual ! 1952 allotted | requested 





Travel expenses . $10, COO 
3 Transportation of things 300 
Communication se: vices. ..._.......--2..-.-.--------.- cit. , 36 g 7, 000 
Rent aes Monee GNWIOTE. cee ecco cc. , 8, 400 
Printing and reproduction._.................-.......-- : 5 0 1, 500 
7 Othe contractual services , 005 .4> 53, 650 
Supplies and materials ' 3, 6 6, 500 
Pg iibsaeca Sige a once sail 500 8, 200 
5 Taxes and assessments...............-.-. eae BE PRES OSS A 3 1 275 275 











28, 275 | 


5. Tt | 


95, 825 





' These figures include payments of $36,626 expended in 1951 from the President’s emergency fund. 


Mr. Tuomas. Travel jumps from $2,000 in 1952 to $10,000 in 1953. 
I believe in your justifications you say that figure is purely one of 
guesswork. Is that correct? 

Mr. Brassor. That is correct. There is nothing to go by; there 
are no precedents to go by. 
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Mr. THomas. What is the unexpended balance for the 1952 travel 












































a pa 
allowance of $2,000 as of January 1? oe 
Mr. Brassor. We spent less than $100 so far in 1952 for travel. M 
Mr. Tuomas. That will cover you for the fiscal year 1952? M 
Mr. Brassor. No. We have spent during the first 6 months less one 
than $100. repo 
Mr. Tuomas. Is it not a fair statement to say you will spend but M 
$200, then, for the fiscal year 1952? repo 
Mr. Brassor. I think that would be all right. M 
Mr. Tuomas. What about your communication services? What as W 
have you spent up to January 1, 1952, for communication services? M 
Mr. Brassor. $2,260. vive 
Mr. Toomas. What about printing and reproduction? M 
Mr. Brassor. $633. M 
Mr. Tuomas. $633? M 
Mr. Brassor. Yes, sir. their 
Mr. Tuomas. Will that cover you for the full 12 months? M 
Mr. Brassor. This is what we spent during the first 6 months, M 
Mr. Chairman. from 
Mr. Tuomas. What do you think you will need for the remainder M 
of the year? M 
Mr. Brassor. About the same amount for the rest of the year unless it for 
there is a decision on the part of the Board that a summary of the (N 
evidence in this case and the findings of fact and the order will be tran: 
printed. 
Mr. THomas. For equipment you really did some purchasing in 
1951 to the tune of $40,058. You had only $500 last vear for equip- 
ment, and now you want $8,200. Can you not get by without any- M 
thing comparable to that? only 
Mr. Brassor. We have only spent $190; so, my answer would have of a 
to be ‘Yes.”’ ont 
REPORTING SERVICE circu 
ther 
Mr. Tuomas. Let us go to “Other contractual services,’” for which that 
you are requesting $53,650 for 1953. That is mainly for your report- decis 
ing service. How much have you spent for 1952? it se 
Mr. Brassor. We have spent during the first 6 months $3,371. parti 
Mr. Tuomas. What will you spend in the next 6 months? M 
Mr. Brassor. About the same amount. M 
Mr. Tuomas. About a $6,000 total? M 
Mr. Brassor. Yes. and 
Mr. Tuomas. Now, listen, the individual parties and organizations year 
who are under investigation at the time they are interested in these M 
matters are just about one-fifteenth or one-sixteenth of the interested F a pre 
parties. Why can you not sell copies, and instead of having it cos! M 
the taxpayers about $50,000 let other people pay for it like they do i in very 
other agencies? In other words, let this out on competitive bid, and M 
the chances are that the bidder will take the risk and sell daily or the 
maybe weekly or monthly copy, as some of these hearings will last 6 repo: 
or7 months. Let the interested parties pay for it. That is often the year 
case in a good many agencies of the Government. M 
Mr. Brassor. The contract was let out as a result of competitive M 
bidding. We got bids out, and the lowest bid was accepted at 18 cents year 
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a page for seven copies—a copy for each Board member and one for 
the files, and one for the general counsel. 

Mr. Tuomas. And that runs $52,650 for 1953? 

Mr. Brassor. In 1953 it jumps up, because rather than having 
one case being reported we anticipate we will have 15 cases being 
reported at the same time. 

Mr. Tuomas. Is the same reporting company doing all of your 
reporting? 

Mr. Brassor. For the fiscal year 1953 we will get out bids the same 
as we did for 1952. 

Mr. Tuomas. On your new bid to the reporting company de you 
give to the interested parties free copies of the transcript? 

Mr. Brassor. No, sir. 

Mr. Tuomas. How do they get it? 

Mr. Brassor. The Department of Justice and the parties buy 
their copies from the stenographic-reporting firm. 

Mr. Tuomas. What about the other parties to the suit? 

Mr. Brassor. If anybody wants them, they have to buy them 
from the reporting firm. 

Mr. Tuomas. What do they pay for them? 

Mr. Brassor. That is in the contract. I shall be glad to supply 
it for the record. 

(Nore.—The contract provides parties to the case may purchase 
transcripts of the hearing from the reporting firm at 45 cents per page.) 


INTEREST IN CASES 


Mr. Tuomas. Is there not quite a bit of interest in these cases, not 
only from the point of view of different organizations but on the part 
of a good many members of the organizations? What we are ques- 
tioning here is, Have you gotten perhaps the best contract under the 
circumstances that exist today? Maybe when you made this contract 
there was not too much interest in these matters. I can well imagine 
that the interest has grown quite a bit now in view of the recent court 
decision; so, instead of spending about $50,000 for reporting service, 
it seems from here on you ought to be able to break even and let the 
parties interested pay for it. When did you make the contract? 

Mr. Brassor. At the beginning of the fiscal year. 

Mr. Tuomas. Is this the best deal you can make? 

Mr. Brassor. We would be very happy to take your suggestion 
and to canvass the reporting firms at the beginning of the next fiscal 
year with that idea in mind. 

Mr. Tuomas. As a matter of fact, in this case here it ought to show 
a profit. 

Mr. Brassor. I will be very glad to canvass all of them. It is a 
very good suggestion. 

Mr. Yarrs. What is the reporting cost for the principal trial for 
the year? Do you have any quotation on that? I wonder what the 
reporting cost would be for the principal trial for the first half of the 
year? 

Mr. Brassor. In the neighborhood of $3,371. 


Mr. Tuomas. So that it would be in the neighborhood of $6,000 a 
year. 
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HEARING-ROOM OFFICERS 


Mr. Yates. Are there any other agencies that have these hearing. 
room officers you spoke of? Judges have bailiffs or marshals, but | 
do not know any other agencies that perform in a quasi-judicial 
capacity that have hearing-room officers. 

Mr. Brassor. The reason we have one is because of the large 
number of exhibits and the great number of papers introduced in the 
cases, and then during the course of the cases there were repeated 
calls for those exhibits, a second, a third, or fourth time, and those 
repeated calls made it necessary to have someone there in the hearing 
room to index them and number them and date them and have them 
in the file handy so that they could be pulled out readily anytime 
they were called for. 

Mr. Yates. Off the record. 

(Discussion off the record.) 


AUTOMOBILES 


Mr. Coupert. Do you have any automobiles? 
Mr. Brassor. No, sir. 


STATUS OF PETITION FILED AGAINST COMMUNIST PARTY 


Mr. Corton. It is interesting to note in the record that on Washing- 
ton’s Birthday, February 22, nearly a year ago, your agency was 
before this committee, and the then chairman outlined to us the pro- 
cedure that had been started, and the fact that he did not know when 
proceedings would reach that point where you could really get under 
way, and he then told us that the Attorney General might at any time 
file an added group that would immediately put you into action. 

Now, another year has elapsed and the situation is precisely the 
same as he outlined to us last February—it is not?—except that there 
have been certain motions and procedures and so forth in court on the 
main test case? 

Mr. Brown. Except that we are 1 year closer to the date for 
termination of this current proceeding. 

Mr. Corton. It might well be another year before it terminates? 

Mr. Brown. No, sir. The best estimate at the moment is to the 
effect that the actual taking of testimony should be concluded in 
about 3 months. 

Mr. Corton. But, as a practical matter, is it not extremely unlikely 
that the Attorney General will start any more cases until you have a 
decision, or at least some indications of what the decision is going to 
be in this case? 

Mr. Brown. I would believe that assumption is correct, sir. 

Mr. Tuomas. Thank you Mr. Brown and Mr. Brassor. It is nice 
to see you; a happy new year to both of you. 
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WEDNESDAY, JANUARY 16, 1952. 


NATIONAL CAPITAL HOUSING AUTHORITY 


WITNESSES 


JOHN IHLDER, EXECUTIVE DIRECTOR 
ALBERT J. HASKELL, COMPTROLLER 
LOUIS N. MOORE, BUDGET OFFICER 


Amounts available for obligation 





1951 actual | 1952 estimate | 1953 estimat 





Appropriation or estimate $32, 800 
Proposed supplemental due to pay increases----..........-..- a. 1, 600 


Total available for obligation 
Unobligated balance, estimated savings 


Obligations incurred 




















Obligations by activities 


Maintenance and operation of title I properties—1951, $37,019; 1952, $34,400; 
1953, $47,000. 


Obligations by objects 





| 
Object classification 1951 actual | 1952 estimate | 1953 estimate 





Total number of permanent positions 
Average number of all employees 





Average salaries and grades: 
General schedule grades: 
Average salaries 
Ave 





Personal services: 
Permanent positions. -.- 
Payment above basic rates__- 





Total personal services 
Travel 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
3) Supplies and materials 
Equipment 
Lands and structures 
Refunds, awards, and indemnities 


Obligations incurred 37,019 
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Analysis of expenditures 





| 1951 actual | 1952 estimate | 1953 estimate 





Unliquidated obligations, start of year_._........--.- eset | $3, 040 $12, 387 $6, 487 
Obligations incurred during the year 37,019 34, 400 47, 000 


40,059 46, 787 
12, 387 
12 





Unliquidated obligations, end of year _-- 
Obligated balance carried to certified claims account 











En CO i ncinibnnigin enibwoe eae kins | 27, 660 | 








Expenditures are distributed as follows: 
Out of current authorizations. 
Out of prior authorizations_.___- 
Out of anticipated 1952 supplemental for pay increases- 


24, 928 | 
2, 732 


| 

Deduct: 3 
| 

| 

| 

} 


=~ 





Mr. Tuomas. The committee will please come to order. We have 
with us the National Capital Housing Authority, our distinguished 
friend, Mr. John Ihider, the Executive Director, Mr. Haskell, the 
comptroller, and Mr. Moore, the budget officer. We have old cus- 
tomers with us and good customers. It is nice to see you, gentlemen. 
A happy New Year to you. 

Mr. Inutper. The same to you, sir. 

Mr. Tuomas. Do you have a statement, Mr. Ihlder? 

Mr. Intper. Yes, I have a very brief introductory statement, and 
then Mr. Haskell and Mr. Moore will answer any questions you may 
have. The introductory statement is as follows: 


GENERAL STATEMENT 


TITLES OF ACT—TITLE I 


The National Capital Housing Authority operates under the two 
titles of its act. 

Under title I it is financed by funds advanced to it by Congress. 
This activity is the part of its work for which we are today requesting 
an appropriation. 

TITLE II 


Under title II the Authority is financed by Federal loans, secured 
through Public Housing Administration, and by sale of its securities 
to private investors. Both are repaid, with interest, from the revenues 
of the Authority. 

In addition, under title II the National Capital Housing Authority 
is given an Annual Federal Contribution through Public Housing 
Administration, as are other local public housing authorities, supple- 
mented by partial District tax exemption. These enable it to grade 
the rents of its tenants in accordance with their incomes down to a 
subsistence level of living. 

Title II activities are conducted under supervision of the Public 
Housing Administration, and therefore are presented to you today in 
statement form in order to make clearer the full scope of the Au- 
thority’s work. 

The financial statement that is being presénted to you today is in 
accordance with the form that has been devised, I believe, in connec- 
tion with committees of Congress. It is somewhat new to us, but it 
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presents our figures in a form that is comparable with those of other 
agencies. 

Mr. Tuomas. How many units did you get out of the 1950 act 
under title II of your bill? 

Mr. IauperR. Under the 1949 act we have a reservation of 4,000 
units. 

Mr. Tuomas. That is the 4,000 you referred to? 

Mr. IuupeEr. Yes. 

Mr. Tuomas. It was the 1949 act? 

Mr. InupeEr. Yes. 

Mr. Tuomas. In other words, 4,000 units were allocated to you 
under the last act? 

Mr. Inuper. Yes. 

Mr. AnprEews. Have any of those been completed? 

Mr. IlatpEer. We have one property of 348 units that is under 
construction, and we hope to have the first group of them finished by 
June. There are others that we expect to have under contract or 
construction by June 30, or a total of 1,189 units. 

We were allocated 2,000 units for this year, but when the public 
housing for the country was cut down we were cut back from 2,000 
units to about 1,500. 

Mr. Tuomas. Well, you will not be able to get those started for at 
least 2 years, will you? 

Mr. IautpEerR. We hope to have about 1,500 started pretty soon 
after June 30. 

Mr. Anprews. That is the 1952 allocation? 

Mr. Iatper. Yes, 1952. 

Mr. Tuomas. You will not be able to get your 1953 allocation under 
way for at least 2 years? 

Mr. Inuper. No, we hope to have them all under contract by the 
summer of 1953. 

Mr. Tuomas. Your 1953 allocation? 

Mr. Inuper. Yes. 

Mr. Toomas. That was the 1952 allocation? 

Mr. Intper. No, 4,000 units was the 2-year allocation. 

Mr. Tuomas. That is 1950 and 1951, yes. 

Mr. Intper. It has been postponed. The first year was 2,000, and 
that was cut back to 1,500. The balance of the 4,000 we hope to 
have under construction if things go well and ready for occupancy in 
the summer of 1953. 

Mr. Tuomas. In your 1953 allocation how many did you get? 
















































: Mr. Intper. We have not yet gotten an allocation for 1953. We 
' expect an allocation that will enable us to complete our 4,000 reserva- 
S tions. 


Mr. Tuomas. But 4,000 is your total allocation under the 1949 act? 
Mr. Inuper. Yes, sir; that is right. 





DISTINCTION BETWEEN TITLE I AND TITLE II 











Mr. Tuomas. I see. What is the difference between title I and 
title 11? We are not concerned here dollarwise with title II, but we 
are with title I. For the purpose of the record spell out the distinction 
rather quickly for us. 
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Mr. Inuper. The distinction, as far as this Committee is concerned, 
is that the part under title I is financed by money that has been 
advanced to the Authority by Congress. That money we have 
treated as a loan, and we are repaying it on the books after we have 
paid for operations. There is a balance that would enable us to 
repay all of that money. 

Mr. Tuomas. You got 143 units and they cost $618,000 of appro- 
priated funds, is that correct? 

Mr. Inuper. I will ask Mr. Haskell or Mr. Moore to answer that. 

Mr. Moore. That is correct. 

Mr. Tuomas. 1438 units at a cost in appropriated funds of $618,000? 

Mr. Intper. That is right. 

Mr. Tuomas. How much have you amortized of that $618,000” 

Mr. InutpeR. Mr. Moore. 

Mr. Moore. On page 3 of the justifications we have an analysis 
of the estimated Federal capital invested in title I properties at June 
30, 1953 which shows we have repaid it all. 

Mr. Tuomas. That is what I read, and I could not quite under- 
stand that, because you have some transfers and some sales. 

Mr. Moore. The item that needs explanation there is the transfer 
of O’Brien Court. It cost us $119,000 and it was transferred without 
an exchange of funds to the Red Cross. In accordance with the law 
authorizing the transfer the Authority was to credit its books with the 
appraised value of that particular piece of property, and the appraised 
value was set at $560,400. 

Mr. Tuomas. Well, that would not be the replacement or repro- 
duction base 

Mr. Moore. That is right. 

Mr. Intprer. When we bought that property we bought it piece 
by piece, and inside the square there were a great many little lots 
which were 25 feet wide and 50 feet deep assembling which increased 
the total value. 

Mr. Tuomas. On your other properties you charge off depreciation 
and everything else in figuring out your rental structure so that you, 
in this instance, should just charge $119,000 what you paid for it. 
What part of that $618,000 is amortized as of today? 

Mr. In_tpeR. You mean the charge for depreciation? 

Mr. Tuomas. No, do not charge any depreciation, just put it on 
the basis of what it cost. $119,000 should be the base on which 
amortization is charged. 

Mr. Moore. We still owe $405,524, that is assuming that thie 
value of O’Brien Court is removed from our assets and the Authority 
is credited only with the initial cost of the site ($119,000). 

Mr. Tuomas. When was this money loaned, in 1935, 1936, or 1934? 

Mr. Moore. The Alley Dwelling Act was first created in 1934, and 
I believe we acquired the funds in 1935. 

Mr. Tuomas. That was 18 years ago and you have amortized one- 
third of the debt, so the project would never amortize itself. 

Mr. Moore. Yes, sir; it will, over a 60-year period. 
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1953 ESTIMATE 


Mr. Tuomas. How much money are you requesting here today? 
Mr. Moore. $47,000, sir. 














253 





Mr. Tuomas. To take care of these 143 projects? 
Mr. Moore. That is correct. 
Mr. THomas. At this point in the record, Mr. Reporter, please 

insert all of page 4 of the justifications. 

(The matter referred to is as follows:) 








Reconciliation of operating income with Treasury receipts 





Actual, 
1951 





Estimate, | Estimate, 
195 } 1953 




















Contract rent charge: | | 
Dwelling properties. __-.-- Sdaiea eben Waa teitets aie mith ome oldie $52, 164 $52, 312 $52, 362 
RGU IT ONNB. oon 5 conn ee eee cnne | 4,410 | 4, 326 4, 326 
IID oo nik a ee a ee | 56, ! S74 56, 638 56, 688 
Deduct vacancy and MM, ose 564 | 565 

Anticipated rental receipts............-- Ae Rape ES GPE 

Ctiner CIIIINE SIN, iis ss whi dee in Sec hes caso cy eee ee | | 










Anticipated total operating income --____..--........--.-- " } 
Less receipts deposited during subsequent year __.-~---.-.- ----| 5, 148 4, 680 4, 685 





Re eek ie tet ie eeu “51,051 | 51, 490 51, 534 
Plus: 








Prior-year receipts deposited during current year_....____- J hag os Reon = 9 8s fo 5, 148 4, 680 
Net income retained during fiscal year 1950... _...-...__- ER peri vee | SS CA a ae See 
Total Treasury receipts from _— of title I proper- | | 
er nia ciaielineds ante <icideakon<eneiitanomnae<&a<-e 51, 051 66, 544 | 56, 214 
{ 1 








Statement relating appropriation estimate to current appropriation 
ANALYSIS BY ACTIVITIES 








} 


Activities | 1952 Deductions} Additions | 1953 



















” Base cost: 
1. Management expense____- Aaa A Sebere | $406 $8, 060 
i 2 b * a y 





2. Operating services. _- a Re Arr 2, 789 Pee Been wees 2, 752 
i AR GNA a doi ine niciicertincd waiton's tia rn ern a wa 8 | ee 916 12, 728 
4. Routine repairs, mainte nince and re placements _| FE Re 1, 642 | 9, 657 


5. Court cost and tenant refunds_-_............--- ; 42 tS 





TUDE n cn vGcouasunecsccceaes~ 
Nonroutine cost: } 
6. Major repairs and replacements-_.-_-..-......--.--| 4, 088 } 4, 088 













s 

2 

— 

& 

lm oof! 
1) oS n~ 

B 

& 


Total appropriation or estimate__........---- ; | 34, 400 | 4, 167 | 16, 767 | 





Mr. Tuomas. There you have management expenses of $8,060 and 
operating services of $2,752 for 1953; w rhat. do you mean by operating 
; services? 
3 Mr. Moore. Janitorial service and exterminating costs. 
q Mr. Tomas. You also have utilities, $12,728, routine repairs, 
' laintenanee and replacements, $9,657, and you have some major 
' repairs in addition to your $33,197 item there which makes $47,000. 










NET INCOME FROM PROPERTIES 





What is your net income from these properties after paying these 
expenses, and so forth? 

Mr. Moore During 1951 we had an actual income of $19,180. 
We expect to have $21,770 in 1952 and $9,219 in 1953. 
Mr. Haskety. That is net income? 
Mr. Moors. Yes. 
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Mr. THomas. You mean after deducting $47,000 of expenses for 
1953 you expect $9,219 net? 

Mr. Moore. Yes, sir; that is right. 

Mr. THomas. That goes to the amortization? 

Mr. Moors. That is correct. 

Mr. Tuomas. Approximately $9,000 for amortizing $400,000 worth 
of loans? 
» Mr. Moors. Mr. Chairman, we will have to take the title I property 
operations over a period of years rather than in any specific year to 
judge the adequacy of our amortization. 

Mr. Tuomas. Where is that table showing your rents? I had it 
last night. 

Mr. Moore. The rents are about constant. It is the expenses 
which vary. 


DISTINCTION BETWEEN TITLE I AND TITLE II 


Mr. Tuomas. In truth and in fact there is no difference between 
this and title II, except one is appropriated funds and the other is a 
Treasury authorization, is that correct? 

Mr. Intper. That is the basic difference; yes. 


AUTOMOBILES 


Mr. Corron. Does your agency have any automobiles? 

Mr. Moore. We have one passenger-carrying automobile and two 
station wagons. Both of them are charged to the activities under the 
supervision of the Public Housing Administration. 

Mr. Iuuper. I believe all of them bear the insignia of the Authority. 

Mr. Tuomas. Thank you very much, gentlemen. 


Appror 
Transfe 
“Se 
“Aj 


A 
“M 


A 


Compa 
“Ww 





255 


Tuurspay, JANUARY 17, 


RENEGOTIATION BOARD 
WITNESSES 


JOHN T. KOEHLER, CHAIRMAN 


LAWRENCE E. HARTWIG, BOARD MEMBER 


JOHN H. JOSS, BOARD MEMBER 


M. L. REESE, DIRECTOR, OFFICE OF ADMINISTRATION 
JOHN L. GANLEY, JR., BUDGET OFFICER 


SALARIES 


AND EXPENSES 


Amounts available for obligation 


1952. 





1951 actual 


1952 estimate 


1953 estimate 





Appropriation or estimate - - vaee 
Transferred (pursuant to Public Law 9) from— 
“Service-wide operations, Navy’ 
“Aircraft and related procurement, Department of the 
Air Force’’.... -- 
“Maintenance and operations, Department of the Air 
ree”’ 


F 
“Maintenance and operations, Department of the Army “if 


Adjusted appropriation or estimate Pees wckccae in- 


curred) . re 
Comparative transfer from— 


“Working funds, defense, Office, Secretary of Defense’ - .- 


“Salaries and expenses, Office, Secretary of Defense”’ 

“Service-wide operations, Navy’ 

“Aircraft and related proc urement, Department ‘of the 
Air Force”’ 

“Maintenance ‘and: operations, 
Force” 

“Maintenance and operat ions, Department of the — x4 

“Salaries, Department of the Army” 


Department of the Air 


Total obligations 


$1, 000, 000 
135, 000 
404, 000 


49, 650 
45, 063 





156, 386 


344, 041 


1, 633, 713 
48, 000 


367, 000 


39, 000 
56, 935 





~ 135,000 








717, 418 


2, 279, 48 








Obligations by activities 





Description 


| | 
| 1951 actual | 1952 estimate | 1953 estimate 





1, Executive direction, review and administration 
2. Renegotiation operations 


Total obligations. 


$250, 000 | 
467, 418 | 


| 


1, 679, 648 


$600, 000 | 


$1, 480, 000 
} 6, 020, 000 





717, 418 


| 2, 279, 648 


| 7, 500, 000 





93850—52—pt. 
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Obligations by objects 








Object classification 1951 actual | 1952 estimate | 1953 estimate 

















Total number of permanent pee aosuncnsibth ws clunchseduk 177 626 1, 237 
Full-time equivalent of all other positions.................._- 1 1.6 1.3 
Average number of all employees... _...............-.-..-.... 109 318. 6 924.3 













Average salaries and grades: 










General schedule grades: 
Average salary ‘ $6, 159 $6, 606 $6, 351 
Pe eg Ee ee eet Bia Go Te ree ae Ee Ft GS-9.5 GS-9.9 GS-95 
Crafts, protective, and custodial grades: 
os SEER ae ae MER NS TRE Pieris A Ree ee $2, 250 $2, 662 $2, 700 
Average grade. ._....._. Be PETERS RESET Veen ok CPC-3.0 »C-~ 















Personal services: 


































ES TESS EO eS ea ae! $667,175 $1, 900, 646 $5, 871, 634 
Part-time and temporary positions..................-- 6, 000 20, 16, 000 
Regular pay in excess of 52-week base __._____..___- : 3, 000 11, 556 25, 705 
Payment above basic rates...........................- 1,000 9, 000 20, 000 
fy SES ea ep 677, 175 1, 941, 202 5, 933, 339 
Be, BRIE ESN Se Oa Sp seer ne Pa ge eh 18, 943 65, 000 402, 146 
03 Transportation of things........___. Rie EASE er a VERE 8S " 10, 000 40, 000 
O¢ -Cemmmmmiontion @erviens............. 2.2... 2.222225... 8, 500 23, 000 108, 240 
OS « Tees Ge ee ra oi ks a SS . 81, 350 493, 440 
Fe eS SE ee 1, 500 13, 000 60, 475 
07 Other contractual services. -_______- stat Ute at sue eeaLsaeeared * 9, 000 143, 700 
08 Supplies and materials... ..................-.....22.-2..-- 8, 000 10, 000 59, 040 
ee ic eth tens usd onda amano ge bwiwslebedt abitle 2, 000 124, 564 233, 300 
Re EE ao Sas ere eee ER ares 1, 300 2, 532 26, 320 
2, 279, 7, 500, 000 





Total obligations. ___..__- Sees ics aGd andieelacaeleaicu 717, 418 | 
| 


| & 









Analysis of expenditures 





| | 
| 1951 actual | 1952 estimate | 1953 estimate 














| 
| | 


















Unliquidated obligations, start of year_.................-...--].------.------ Lcwiniicveiee $54, 000 
Obligations incurred during the year_._._.........--..-..----- |-----++----2- | $1, 633, 713 piesa 500, 000 
he MELE 1, = 713 | 7 B54, 00 
Deduct unliquidated obligation, end of year--.-.....__-- PDA Ce ae 000 | 240, 000 
eI oo sada bac euue cotebenene ipeagresente | 1, 579, 713 3088 7, 314, 00 

| 


Expenditures are distributed as follows: 
Count GF Crmrremnt, CATER TURTON ais. i tcnncncecccncencane Sica ont niga | 1, 579, 713 7, 260, OO 
a a a os naw oantsasauankivasecleyandas 54, OO 








Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have the pleasure of having with us this afternoon the Renegotia- 
tion Board. We have Mr. Koehler, Chairman, an old friend; Mr. 
Joss, a member of the Board; Mr. Hartwig, a member of the Board; 
Mr. Reese, Director, Office of Administration; and Mr. Ganley, budget 
officer. 

Mr. Chairman, if you have a statement for us, or if any of your 
associates has a statement for us, we will be delighted to listen to you 
as long or as short as you want to make it. 












GENERAL STATEMENT 











Mr. Korner. Thank you very much. I have a brief statement. 

As you mentioned, two of the members of the Board are here, 
Mr. Joss and Mr. Hartwig. Mr. Roberts is on the west coast. 

We appreciate the opportunity of appearing before your committee 
to support a budget for the first full fiscal year of Board operations 
under the Renegotiation Act of 1951. Although this budget was 
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presented to the Bureau of the Budget less than 2 months after the 
Board was sworn in and before our organization was developed, it 
represents, in substance, present work plans. 

The Renegotiation Act of 1951 created, as an independent estab- 
lishment of the executive branch, a Renegotiation Board to be com- 
posed of five members to administer the renegotiation program. 
Since the appointment of four members in October, the Board has 
been particularly concerned with the problems of developing and 
administrative framework within which to administer the act; recruit- 
ing for and staffing the organization; and developing and publishing 
rules and regulations. 

The Secretary of Defense has agreed to delegate and the Board 
has agreed to accept the responsibilities and functions of the Secretary 
of Defense under the 1948 act, effective January 20, 1952. The 
personnel now engaged in renegotiation under the 1948 act in the 
military departments will be transferred to the new Board to form 
the nucleus of the field organization—composed of regional boards 
at Los Angeles, Washington, New York, and Chicago. I might point 
out, in this connection, that the pattern evolving.from our studies 
of possible workload areas indicates that we may require additional 
regional boards. 

We believe that renegotiation plays an important part in the na- 
tional economy, and in the attaining of national objectives, in times 
like the present. Although the experience of World War II has 
improved the pricing techniques of the procuring agencies of the 
Government, nevertheless excessive profits will, in my opinion, 
continue to be found in many areas of procurement and, as the Declar- 
ation of Policy of the Renegotiation Act of 1951 states— 

* * * sound execution of the national-defense program requires the elimination 
of excessive profits from contracts made with the United States, and from related 
subcontracts, in the course of said program; * * *, 

We believe further that the ultimate aim and objective of renegotia- 
tion is the reduction of the cost of the mobilization procurement 
program and that this reduction of cost should be accomplished with- 
out impeding such program and without removing the profit incentives 
of that portion of private industry which is engaged in carrying out 
such program. This objective, and the manner in which it should be 
attained, are inherent in both the philosophy and the language of the 
present act and, in our opinion, it is essential that the discretionary 
power vested in the Board be exercised with this objective in view. 

| would be presenting an incomplete picture of renegotiation if I 
failed to mention that, although the objective of renegotiation, unlike 
that of taxation, is not the raising oi revenue, nevertheless it can be 
anticipated that substantial amounts of excessive profits will be 
refunded to the Government. In this connection, it is, in our opinion, 
much more important that renegotiation serve as an inducement to 
contractors to follow closer pricing policies by reducing prices, en- 
couraging efficient management, and eliminating waste in order that 
the procurement dollar oi the Government will, in the first instance, 
buy a full dollar’s worth of material. Likewise, to the extent that 
the amount of unearned dollars in the spending stream is reduced 
through a recapture of excessive profits, the renegotiation program 
Will help to lessen inflationary pressures on the American economy. 
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The estimates before you represent what we consider to be a sound 
financial plan and the minimum requirements to enable us to dis- 
charge our statutory responsibilities under the act. The other 
members of the Board and myself, and the heads of our various 
operating divisions, are at your disposal to discuss our planned 
operations in relation to the budget we are presenting and to provide 
you with any other details which may be of interest, 

Mr. Tuomas. A very nice statement, Mr. Chairman, very much 
to the point and a lot of meat in it. 

Mr. Korsuer. Thank you. 

Mr. Tuomas. The committee thinks this Renegotiation Board is 
perhaps one of the most important agencies of the Government. You 
1ave a tremendous job on your hands. It is going to take time and 
patience and an equally large amount of good, old, common horse- 
sense and business background. 

The act of 1951 created a five-man board, as well as I recall. I 
presume the other two gentlemen, like you three, are businessmen. 











ORGANIZATION OF BOARD 





Mr. Korner. It so happens that the three of us are lawyers, all 
with business experience. The fourth member, from Detroit, was 
an investment banker. The fifth member of the Board has not been 
appointed. 

Mr. Tuomas. You really got your Board organized sometime in 
late October of 1951, as well as I remember. Is that correct? 

Mr. Korner. We were sworn in on the 3d of October and organized 
shortly thereafter. 























CASES RECEIVED FOR COMPLETION OF RENEGOTIATION PROCEEDINGS 


Mr. Tuomas. This work has been progressing for the last 2% or 
3 years under the Secretary of National Defense, and I believe you 
are going to inherit some 1,500 cases which are pending there. Is that 
correct? 

Mr. Koruter. Correct. Roughly speaking, there were 2,800 cases 
that came under the act of 1948. We expect to inherit, roughly, 1,500 
unfinished cases. 


DELEGATION OF RESPONSIBILITIES AND OPERATING FUNCTIONS 





Approximately 150 people will be transferred from the Department 
of Defense along with essential equipment. The transfer will be 
effected this week end, and 100 of those people and most of the 1,500 
unfinished cases will be in our Washington regional office. 

Mr. Toomas. But the transfer has not been effected as of this 
present time? 

Mr. Korun.er. As of this present time, it has not. 

Mr. Tuomas. But it will be sometime this week? 

Mr. Koxuter. I expect the delegation of authority this week end. 

Mr. Tuomas. What portion of those 1,500 cases are completed? 
Is it three-quarters, one-half, or one-quarter? Can you give any 
quick estimate? 
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Mr. Korner. The only estimate I can give is of the total of 
2,800 cases. I think approximately 1,300 have been completed, 
which leaves 1,500 cases. I would say of those 1,500 there are still 
in excess of 1,000 which have not been touched. The balance are in 
various stages of completion. 

Mr. Tuomas. 1,000 have not been touched out of 1,500 cases. 

You also received by transfer 150 employees and, as well as I 
remember, $633,713 of cash. 

Mr. Korner. That is correct. 


1952 APPROPRIATION 


Mr. Tuomas. In the 1952 appropriation bill you were given how 
much money? 

Mr. Kornuer. We asked for $1,500,000. We were given $1,000,000 
and I am quite sure the reason we were not given the total of $1,500,000 
was because it was anticipated we would get somewhere around half 
a million dollars in this take-over. 

Mr. Tuomas. What you really have for 1952 is $1,000,000 cash in 
appropriated funds and about $633,000 from the Army? 

Mr. Korxuer. $633,000 less what it cost the military to run from 
January 1 to date. 

Mr. Tuomas. And for 1953 you are seeking $7,500,000. Is that 
correct? 

Mr. Koruter. That is correct. 


SUMMARY OF PERSONNEL REQUIREMENTS 


Mr. Tuomas. At this point in the record we will insert the table 
on page 2, showing your average employment for 1952 in the Depart- 
ment will be 57 employees and, in the field, 260, and for 1953 you 
anticipate in the Department 171 and in the field, 752. 

(The matter above referred to is as follows:) 





Estimated June 30 Estimated average 
strength employment 


Activity 





Fiseal year | Fiscal year 
— _ 1952 1953 








SEE RIM nee en cyhp a reee seemich epew. igtic 126 | 219 57 171 
Field 500 | 1,018 260 752 











626 | 1,287 | 923 





REGIONAL OFFICES 


Mr. Tuomas. At this point, the record might show you have four 
regional offices—the District of Columbia, New York, Los Angeles, 
and Chicago. Is that correct? 

Mr. Korner. That is correct. 

Mr. Tuomas. I was looking over that map. You are really leaving 
a big body of the country out. In other words, you take care of the 
east coast, beginning with Washington, on up to New York, and the 
rest of the country west to Chicago, and then from Chicago to the 
entire Pacific coast. 





Mr. Koerner. Might I add a word of explanation to that? 

Mr. Tuomas. Yes, sir. 

Mr. Korner. I think the decision to establish four regional offices 
at this time was sound, because we must get these offices organized and 
that takes time. We will take some of the case load coming from the 
Department of Defense and distribute it among these offices; then, 
as we get experience with those four, as I indicated in my statement, we 
will establish other offices. 

Mr. Tuomas. I think that is a wise decision, that you ought to 
crawl before you start running and will then know more about it. 

Mr. Korner. Thank you, sir. 


EMPLOYMENT 


Mr. THomas. What is your employment in the field and in the 
District of Columbia, say as of some recent date—either January | or 
January 15? 

Mr. Korner. I would say roughly 60 people in the Washington 
headquarters at the present time—none in the field and, as I men- 
tioned, we will have 100 in the Washington field office because of the 
take-over. 

Mr. THomas. How rapidly do you intend to expand? With those 
figures, you won’t be able to live up to your 1952 plan in the field; but 
you will exceed that in the District of Columbia; won’t you? 

Mr. Korner. Because of the take-over; yes, sir. 

Mr. Gantry. The take-over is in the field. 

Mr. Korner. The take-over is in the regional offices, not our 
home office in Washington. Our home office will have a very slow 
increase over the next 6 months. In other words, as I mentioned, on 
Monday next we will have 60 employees in the Washington home office 
and will have 100 in the 4 regional offices. 

Mr. Tuomas. Not in the headquarters office, but they will be in 
the regional offices? 

Mr. Gantey. That is correct. 


ESTIMATES BY OBJECT CLASS OF EXPENSE 


Mr. THomas. We will insert in the record at this point page 3 o! 
the justifications, which shows the salaries for 1953 to be $5,933,339; 
travel, $402,146; and the other objects accordingly. The salaries are 
79 percent and other objects are 21 percent, which is about 6 to 7 
percent out of line. Some of the agencies operate with as little as 
6 to 7 percent, and we would like to see yours stay under 15. 

Mr. Koruter. Is that in travel? 

Mr. Tuomas. That is all of the other objects—travel, transportation 
of things, communication, rents and utility services, printing and 
reproduction, and other contractual services. We will look into that 
in a minute. 

(The matter above referred to is as follows:) 








| 
Percent 
| 





| Amount 


Personal service $5, 933, 339 
Travel ‘ 402. 146 | 
Transportation of things 40, 000 | 
Communications 108, 24€ 
Rents and utility services... : 493, 440 

; Printing and reproduction... 60, 475 | 
Othe* contractual Services 143, 700 

: Supplies and materials___-..._- thiek Suet ARES iy EE 59, 040 
Equipment bade ical 233, 300 | 

SELENA AEE Se fiche tS? eS 26, 320 | 
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Tota] appropriation | 7, 500, 000 | 





FILINGS BY CONTRACTORS AND SUBCONTRACTORS 


Mr. Tuomas. I notice in your anticipated workload for 1952 and 
1953 you expect 11,300 filings for this fiscal year and 20,000 for the 
fiscal year 1953. For the purpose of the record will you read at this 
point the mandatory sections of the act with reference to contractors’ 
filing returns? Is it not part of the act that every contractor has to 
file? 

Mr. Korner. That is correct. 

Mr. Tomas. And as far as you can tell now, you anticipate dur- 
ing 1951, 1952, and 1953 some 6,800 contractors to file. Are those 
contractors or contract cases? 

Mr. Korner. Contractors. When we speak of a filing, we speak 
of a filing for the contractor’s fiscal year, just as we speak of the con- 
tractor’s income tax return for the contractor’s fiscal year. Each 
contractor, of course, will have to file on a yearly basis, based upon 
his annual renegotiable business. 

Mr. Tuomas. Does this 6,800 figure set out on page 5 apply only 
to the regional offices? Certainly it cannot apply to all of the regional 
offices and the headquarters, too, because above that you expect to 
receive 20,000 as a result of 1953 activity and 11,300 for 1952. 

Mr. Gantey. The 11,300 represent filings of contractors who man- 
datorily have to file with the Board. The 6,800 cases represent 
assignments which we will make to our field offices to complete rene- 
gotiation proceedings. 

Every case that comes in to us does not go out to the field, because 
some of them are filed incorrectly and because we screen them. 

Mr. Konner. Under the statute, section 105 (e) says: 

Every person who holds contracts or subcontracts, to which the provisions of 
this title are applicable, shall, in such form and detail as the Board may by regu- 
lations prescribe, file with the Board, on or before the Ist day of the fourth calendar 
month following the close of his fiscal year, a financial statement setting forth 
such information as the Board may by regulations prescribe as nevessary to carry 
out this title. 

| might say in amplification of what Mr. Ganley said that undoubt- 
edly there will be many returns filed which are entitled to exemption 
from renegotiation because of the fact that their renegotiable business 
does not exceed $250,000. They will therefore be canceled in the 
home office and not sent to the field. 

Mr. THomas. We were thinking apparently along the same line, 
but I was just wondering if your experience has been such or if you 
have had enough experience to estimate with any degree of accuracy, 
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out of every 1,000 fillings, say, how many cases you produce. Would 
it be 1, in 4, 1 in 5, 1 in 3? 

Mr. GANLEY. Seven in ten, according to the 1942, 1943, and 1944 
average, and also according to the 1948 and 1949 average. 
Mr. TuHomas. What percentage? 
Mr. GANuey. 70 percent. 


CASES PER OPERATING MAN-YEAR 


Mr. Tuomas. I noticed one statement in the justification that was 
sort of surprising tome. That was that per one man-year you could 
handle only 9 or 10 cases. Now, a man-vear is about one man and a 
little better than an eighth of a man—may be a man and a sixth. To 
handle 9 or 10 cases, that seems abnormally low to me. 

Mr. Gantry. The experience under the other acts, which is what 
we have used as a basis, is that the average is about nine per operating 
man-year. We have taken 10 as the basis for our estimates. 

Mr. Tuomas. Well, that is low, because that cannot be true. Any 
reasonably good lawyer can handle more than that number of law 
suitsa year. Of course, when this thing extends over a period of years 
and you are gone and we are gone and it goes into periods of negotia- 
tion and renegotiation and everybody is trying to get together and go 
home and think about it for another 90 days and come back and try to 
avoid the courthouse, that cuts down the time. Ten cases, though, 
for a man and a sixth cannot be within 50 percent of being correct, | 
think. 

Mr. Koerner. I would like to comment on that. We took all of 
the information we could possibly get, all the experience under the 
acts of 1942 and 1943 and the experience under the act of 1948. Both 
of those situations were considerably different from the situation 
which now faces, because in 1942 and 1943 most of the productive 
capacity of the country was devoted to the war effort ; so most overyone 
was in the renegotiation picture. In 1948 only a small percentage of 
the production of the country was subject to renegotiation, because 
the act was limited in its application. Under the act of 1951, we have 
the act applicable to all production for the Government of those en- 
gaged in national defense work, but the country is not engaged in 
all-out mobilization which makes our task somewhat more difficult 
than the same task was during the war years. Therefore, I certainly 
agree with you that the figure of 9 or 10 cases per man seems low, but 
since it was the only figure we could get on the basis of experience, we 
used that figure as the only possible yardstick. I am confident in 
predicting that our handling of work will be substantially better than 
that figure. 


RENEGOTIATION OPERATIONS (FIELD ACTIVITIES) 


Mr, Txomas, At this point in the record we will insert pages 8 
and 9, ‘‘Renegotiation operations (field activities).’’ 
(The matter above referred to is as follows:) 


1953 Estimates, $6,020,000 


This estimate is for the salaries and other necessary expenses of the field organ- 
ization of the Board which consists of offices in New York City, Chicago, Los 
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Angeles, and Washington, D. C. Funds contained in this estimate will provide 
for the recruiting of approximately 1,018 personnel by June 30, 1953, and for other 
necessary expenses such as travel, communications, office supplies, rents and 
utility services, equipment, etc. 

Prior to June 30, 1952, it is estimated that the field organization will receive 
approximately 5,000 contractor cases for renegotiation. By December 1952, the 
number is expected to have reached 6,800. The field offices will have assigned to 
them for renegotiation proceedings, the cases of contractors whose headquarters 
or main Offices are located within the geographical limits of their respective regional 
areas. The field Boards will develop accounting, financial, and performance data 
concerning the contractor’s business, making plant inspections, and conducting 
special studies where necessary; confer with the contractor’s representatives to 
secure additional data; and make initial determinations of excessive profits. 
With the Secretary of Defense’s delegation, the field organization will assume a 
workload of approximately 1,500 cases of contractors subject to the Renegotiation 
Act of 1948. ‘The staff will then be expanded as the case workload increases with 
filings from 1951 and 1952 operations to enable the Board to give prompt consid- 
eration to cases of contractors subject to the act. 


BASES OF ESTIMATES 














The unit of work in the renegotiation field activity is a renegotiation or “case.” 
As noted above, it is estimated that during fiscal year 1953, 6,800 cases will be 
processed. Experience under the prior acts indicates that the output per operat- 
ing mMan-year was between 9 and 10 cases. These estimates are figured on a 
factor of 10 in spite of the fact that renegotiation under the present act will be 
more complex. The operation group includes professional staff members and 
their attendant typing, steno, fiscal, and clerical help. Of the 752 man-years 
planned for the field group, 680 are for operating personnel. The 4 regional 
Boards, each with 5 members, will require a total of 72 man-years of supervisory, 
administrative, and clerical personnel. 


OTHER OBLIGATIONS 


Mr. Tuomas. The $402,146 for ‘“‘Travel’’ and $40,000 for ‘‘Trans- 
portation of things,” are purely guess figures with you now as you have 
no experience to back them up. And ‘‘Communications,”’ $108,240, 
is also a guess figure. 










RENTS AND UTILITIES 








j “Rents and utilities,’ $493,440—Bert Reynolds is making you pay 

_ all of your rent in the District of Columbia as well as for the four 

» regional offices; is he? 

Mr. Korner. Yes, sir; and very high rent. 

q Mr. Tuomas. That is about the only item that cannot be touched 
severely. Have you negotiated for this space in the Army program? 

Mr. Kornier. We have taken over the Rizik Building for the 

Washington regional office. 

Mr. Purturps. Is that on Connecticut Avenue? 

Mr. Kornuer. Yes, sir. 










NUMBER OF EMPLOYEES 










Mr. Tuomas. How many employees? 

Mr. Gantry. We should go to about 138. 

Mr. Tuomas. How many in the Washington office, how many in 
the Los Angeles office, and how many in the others? 

Mr. Gan ey. In the Los Angeles office there will be 166 on June 30, 
1953. In Chicago there will be 334 on June 30, 1953. In New York 
there will be 386 on June 30, 1953. The Washington figure is 132. 
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RENT FOR WASHINGTON OFFICE 


Mr. Tuomas. How much rent are you going to have to pay for the 
Washington office per year? 

Mr. _ eetepeg I think $50,000 for the Rizik Building. 

Mr. GANLEY. Yes, sir. 


RENOVATION COSTS 


Mr. Koruter. Plus the fact we had to spend some money to fix it 
up, because the National Capital Park and Planning Commission was 
in there for years. They moved out, and we just had to do some 
painting and things like that to make it inhabitable. 

Mr. Tuomas. How much for renovation are you going to spend? 

Mr. Gantry. That will be paid for out of 1952 funds. 

Mr. Tuomas. How much will it cost? 

Mr. Gantry. The estimate we have—the work is not completed 
is about $8,500. 


PRIOR HANDLING OF RENEGOTIATION CASES 


Mr. Puruips. It is not quite clear what the situation was before 

you were set up as a separate Board. Who did the renegotiation which 

as been going on for some years before you became an independent 
office? 

Mr. Korner. I would be glad to give you a little background. As 
you know, in the World War II years, under the acts of 1942 and 1943, 
all renegotiation was handled by the Army and by the Navy. 

Mr. Puiiiuips. Without having a special board or special section? 

Mr. Korner. There was the War Contracts Price Adjustment 
Board. 

Mr. Puiturps. Inside the Army? 

Mr. Korner. No; really outside, because it has representatives 
on it from the Army, Navy, RFC, Treasury, and Maritime Commis- 
sion. It met about twice a week. It was not an operating board; it 
was, in effect, a policy and review board. 

Renegotiation then expired at the end of 1945 except for the 
clean-up phase of cases under protest and review. In 1948, largely 
through the interest of Mr. Vinson, the Renegotiation Act of 1948 
was passed which was applicable only to aircraft and related projects, 
and the carrying out of that act was vested in the Secretary of Defense. 
The act was somewhat expanded by the amendments of 1949 but not 
radically, and in the implementation of the 1948 act the Secretary of 
Defense set up a military policy and review board in the Pentagon 
and separate divisions in the Army, Navy, and Air Force to handle 
the case load. 

When the 1951 act was passed, recognizing the advisability of not 
having two renegotiation functions in the Government, the act pro- 
vided that the Secretary of Defense could delegate to the Renegotia- 
tion Board all of his authority under the 1948 act. That will be 
done, I believe, today—the delegation of authority. We will then 
take over all of the personnel and the operations of the 1948 act, 
merge them with ours, clean out the 1948 cases, and phase into the 
1951 act. 
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AUTOMOBILES 


Mr. Puituirs. How many automobiles do you have in your agency? 

Mr. Koruuer.; None. 

(Discussion off the record). 

Mr. Tuomas. Thank you, gentlemen, very much. 
Year to you. 

Mr. Korner. Thank you, Mr. 
courtesy of this hearing. 


A happy New 


Chairman. I appreciate the 
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BALDWIN B. BANE, DIRECTOR, DIVISION OF CORPORATION FI- 
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SECURITIES 


Amounts available for obligation 


| ag 
| 1951 actual 


| 195 12 estimate | | 1953 estimate 


Appropriation or estimate - - hibadipoanhaelbeiee 
Proposed supplemental due to pay ‘increases. ____- 


$6, 080, 000 
Reimbursements from other accounts ee 


~ 16, 140 
6, 096, 140 
— 48, 180 


6, 047, 960 | 


Total available for obligation... ___._-- 
Unobligated balance, estimated savings. ----_- 


Obligations incurred 
Obligations by activities 


| 1951 actual 


Description 


| 

| $5,878, 480 | 
| "435, 000 | 
| 16, 890 | 
| 

| 

| 


5, 830, 370 


1952 estimate | 


| 5,830,370) 


$5, 950, 000 


5, 966, 890 


1953 estimate 





Direct obligations 


. Regulation of public sale of securities 
Regulation of securities markets Al § 
3. Regulation of public utility holding companies 
. Regulation of investment companies e 
5. Assistance to courts in reorganization of bankrupt corpora- 
tions... ° 
\. Publication of corporate. statistics. 
. Executive staff and office of the secre tary ‘of the Commission 
. Staff funetions i i 
Administrative services - 


$2, 227, 906 
1, 417, 576 
772, 906 
137, 693 





| 
| 
eee es nNOS. soc oe ees _ 


Obligations payable out of reimbursements from other accounts | 


. Regulation of public sale of securities... ..- a 
Regulation of public utility holding companie s_. 
. Staff functions. .---- 


Total obligations payable out of reimbursements from 
other accounts __ ae Eine’ i 


Obligations incurred. . - 6, 047, 


960 


16, 140 


| 
| $2, 147, 705 


| 1, 426, 631 | 


| 698, 122 


136, 126 | 


230, 962 
30, 923 


229, 506 | 
890 | 


497, 
415, ), 525 


6,031, 820. | 


5, 830, 370 


16, 890 


$2, 246, 600 
1, 463, 616 
682, 607 
136, 356 


231, 362 


11, 865 


16, 890 


5, 966, 890 
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Obligations by objects 





Object classification 





1951 actual 





1952 estimate 





1953 estimate 










































01 
02 















Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 


Personal service obligations: 


Summary of persondi services 








Genera! schedule grades: 
| SPREE SDE Ea sa ee a ea ener ee $5, 246 
I iidincnenesewincamvanadunpics oocaabenee GS-8. 


$5, 918 
GS-8.5 





EIR PUR IE EL! ae ee PE $5, 416, 995 $5, 384, 340 
Regular pay in excess of 52-week base............-.....--.|......-.-.-.-. 20, 800 
Payment aveve hasie rates... 2... sce 5,075 3, 000 





$5, 520, 360 
21, 300 
3, 000 








Total personal service obligations 





Direct obligations 


ERTS S ESE ETE SRS SO CaN FT 5, 406, 960 5, 391, 250 
i piiite-inhinnesteebgtebincs Webb ash-n wit cis Sintinaies anne tohine Gl ek bans 126, 765 135, 000 
Ce ed he EE aay 2, 062 1, 600 
Communication services..........-......-.-.-...-..-...-- , 222 81, 200 
EO eae a 179, 372 21,910 
Printing and remroduction.. ...<. 2. nc cence eset e ect 91, 092 90, 000 
Other coubractual ser views. . oo. <2 hece sce co seks wo nssece 20, 340 15, 720 
EID MING RINUININUN coon nn ccccccdecenceneucnceacs , 723 70, 

Equipment. - Beare 28, 929 4 


‘Taxes and assessments. 





5, 544, 660 


5, 527,770 
135, 000 

1, 600 

81, 200 
21, 910 
90, 000 
15, 720 
70, 000 

5, 000 

1, 800 








Detes Riek alioalions, ow. ki ce AS 





5, 950, 000 








Obligations payable out of reimbursements from other 








accounts 
| RT Fre ke eee eee See ea io 15, 110 16, 890 16, 890 
Re ae itd ah ainda ilies ition etbstatnen’ DUE So dbipuieccathieins Siow anne 
Total obligations payable out of reimbursements from 
hE a TR ap a EES TEES RYT EIS ae, Fe 16, 140 16, 890 16, 890 











Cee NS i ri ase he ede potat mr 047, 960 





"5,830,370. 


5,966, 890 








Analysis of expenditures 









1951 actual 





1952 estimate 





1953 estimate 

























Unliquidated obligations, start of year.................__-- 
Obligations incurred during the year 


Expenditures are distributed as follows: 





$360, 024 
6, 047, 960 





$466, 330 
5, 830, 370 


$430, 110 
5, 966, 890 











6, 296, 700 


6, 407, 984 
Deduct: 
Reimbursable obligations... ...........- SS Pere ee Ae 16, 140 16, 890 
Unliquidated obligations, end of year____..............-.- 466, 330 430, 110 
Obligated balance carried to certified claims account. ----- 590 |- 3,000 








Total expenditures 5, 924, 924 


5, 846, 700 





5, 939, 710 








Out of current authorizations. .........:........-.-0...-.. 5, 582, 966 4, 991, 370 
Se Ee a aa 341, 958 445, 330 
Out of anticipated 1952 supplemental for pay increases__-_.|_.........--.. 410, 000 














5, 534, 600 
380, 110 
25, 000 















Securities and Exchange Commission. 
Chairman, 


changes 


the Commissioners? 


I see N 
Judge Bane, 


Mr. Tuomas. The committee will please come to order. 





We have 
the pleasure of having with us this morning our friends from the 
{ 


r. Donald Cook, Vice 
Director of the Division of Corporation 
Finance; Mr. Lund, Director of the Division of Trading and Ex- 
; our very fine and congenial friend, Mr. Yohalem—I always 
call him Judge for short—Director of the Division of Publie Utilities; 
Mr. Loss, associate general counsel, and Mr. Riordan, budget officer. 


Where are all of our good friends on the Commission this morning 


I understand the Chairman has important 
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‘business over on the Senate side. We all wish him well in his endeav- 
ors over there. As a matter of fact, we have often confirmed a lotof 
our friends in here when they were appearing on the other side, and 
we see no reason why this should be any exception to the rule. What 
about the other Commissioners? 

Mr. Coox. The other Commissioners had a. very heavy calendar on 
Commission business, Mr. Chairman, which they are over there 
handling. 

Mr. Tuomas. You mean they are all sitting at one time? 

Mr. Coox. We always sit as a body, Mr. Chairman. Had they 
known that you wanted to see them particularly they all would have 
been here, Mr. Chairman. 

Mr. Tuomas. We like to look at them and see their smiling faces. 
They lift our morale. The fact that they have not appeared in a 
body over here for about 10 years perhaps accounts for our low morale 
at times. 

Do you have any statements, gentlemen? 


GENERAL STATEMENT 





















Mr. Cook. I have a rather brief statement, Mr. Chairman. 
Mr. Chairman and members of the committee, my name is Donald 
C. Cook, and I am Vice Chairman of the Securities and Exchange 
Commission. 


AMOUNT OF ESTIMATE FOR 1953 








Our budget estimate for 1953 is $5,950,000. This is $136,520 more 
' than this year’s annual appropriation of $5,378,480 plus the prospec- 
tive supplemental appropriation of $435,000 for the cost of the statu- 
' tory pay increase, which became effective last July 8. The proposed 
1953 appropriation will permit us to carry 958 positions with an 
' average employment during the year of 935. In the current vear 
we are carrying 927 positions, and the average employment should be 
§ = about 907. 

EMPLOYMENT SINCE 1938 


I should like to refer to the chart on page 4 of the justifications, 
_ which shows the Commission’s employment since 1938. The highest 
' employment level was reached in 1941 when we had 1,723 employees. 
Since then, our personnel has decreased every year except 1951, when 
_ we had an average employment of 1,040. However, there has been 
' no decrease in the duties and responsibilities of the Commission, and 
_ only in the field of public-utility holding-company regulation has 
there been any decrease in workload. 


WORKLOAD INCREASING 








In fact, in recent years financial activity has reached unprecedented 
_ levels, and in the coming year additional functions have been dele- 
_ gated to the Commission. This has increased the demands upon the 
' personnel of the Commission, requiring a careful husbanding of man- 
power, 
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CAREFUL JUDGMENT EXERCISED IN PREPAIRING 1953 ESTIMATES 


We have been mindful, in the preparation of our 1953 budget, of 
the urgent necessity for economies in Government, of the priority 
which must be given the defense effort, and of the requirement that 
all nonessential expenditures be eliminated. To that end we have 
deferred all projects which may be deferred without immediate damave 
to the public interest, and based our estimates upon the minimum 
service to the public which must be maintained to prevent a recurrence 
of the evils at which the statutes we administer were directed. 


WORK VOLUME 


The budget justifications include statistics based upon the volume 
of incoming work, the work accomplished, and the work on hand in 
the fiscal year 1951. 


EFFECT OF THE 1952 REDUCTION IN STAFF 


Since then we have had an additional 6 months’ experience with a 
reduced staff. We have found that the backlogs of work have ac- 
cumulated even faster than we expected. For example, in the Divi- 
sion of Corporation Finance the backlog of work which the Commis- 
sion is not compelled by statute or rule to do by a certain time has 
increased over 14 percent. The statistics in the other divisions, ex- 
cept the Public Utilities Division, show a similar trend. 


NEW RESPONSIBILITIES TO BE ASSUMED IN 1953 


In addition, we have assumed new responsibilities in the next fiscal 
year. Under the 1951 Internal Revenue Code the Commission is 
charged with the responsibility for determining whether tax benetits 
will be available to investment companies complying with certain re- 
quirements. This will mean a thorough study and investigation of 
the nature, purpose, and detailed operation of such companies as 
apply for the benefits. "TheCommission will also be charged with the 
supervision of hitherto unregulated securities transactions originating 
in Canada as soon as an extradition treaty negotiated by representa- 
tives of the United States and Canada has been ratified. It is ex- 
pected that this will be done during the current session of the Congress. 

I might interpolate that the reason for this expectation is that thie 
treaty is one which confers very substantial benefits upon the United 
States. Hence, since it is clearly in the interest of the United States, 
we believe that its ratification will be noncontroversial and will be 
prompt. 

JUSTIFICATIONS 


The justifications contain a complete description of the work per- 
formed by each division of the Commission and of the manner 10 
which we propose to divide it among our staff. I should simp) 
like to touch upon the differences between our current budget and 
our proposal for 1953. If you will refer to the table on page 10 of the 
justifications I believe you will find it easier to follow my comments. 

Mr. Tuomas. Yes; I am familiar with it. 
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DIVISION OF PUBLIC UTILITIES 


PERSONNEL 


Mr. Coox. The Division of Public Utilities at present has 88 
persons assigned to it. We propose to reduce this staff to 86. In 
1941 this Division had 234. Gradually, however, the reorganizations 
of holding company systems contemplated by section 11 of the Public 
Utility Holding Company Act were completed, and it became possible 
to reduce the staff. In 1949 an additional function, the supervision 
of corporate reorganizations under chapter X, was shifted from the 
Division of Corporation Finance to this Division. But the staff 
continued to decrease in size and is now at its all-time low. 


DIVISION OF CORPORATION FINANCE 
ADDITIONAL POSITIONS 


Twelve new positions are requested for the Division of Corporation 
Finance, eight corporation analysts and four clerk-stenographers. 
Even with these positions we do not expect to make any inroads upon 
the backlog of work which has accumulated in that Division. How- 
ever, these positions should enable the Division to fulfill its obligations 
under the Revenue Act of 1951 and the new United States-Canadian 
extradition Treaty, which I discussed earlier, and it is hoped the 
backlog will not become any larger. 


WORKLOAD DATA 


It should be noted, in this connection, that the current fiscal year’s 
statistics show an increase in corporate filings over fiscal 1951. ‘Thus, 
in the July 1 to November 30 period there was a 36-percent increase in 
registration statements, a 75-percent increase in trust indentures, a 
5-percent increase in proxy statements, and a 31-percent increase in 
applications for registration of securities on exchanges. All these 
filings must be processed within rigid time limits. If this trend con- 
tinues, therefore, there will be additional demands upon our personnel. 

Mr. Tuomas. Mr. Cook, may I interrupt you there? Is there any 
reason to believe that the trend you just referred to will continue at 
the same pace or increase or decrease? We are engaged in a mobiliza- 
tion effort with a scarcity of materials and cut-backs in civilian produc- 
tion, and the probabilities are that this trend will decrease rather than 
stand at the same level or increase. 


INCREASE IN BUSINESS ACTIVITY INCREASES TRANSACTIONS IN THE 
SECURITIES MARKET 


Mr. Cook. The economy as a whole has been very substantially 
expanding, as I know the chairman knows, and also the national 
income of the country. 

Mr. Tuomas. There are more people at work. 

Mr. Coox. They are at unprecedented levels and the cut-backs 
taking place in civilian production are taking place in order to permit 
accelerated military production and I would believe that it would 
continue to mean that many of the companies are going to do addi- 
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tional financing, and that has, as a fact, been our experience, that 
instead of business activity declining it has been substantially increas- 
ing. Now, with any increase in business activities you find an in- 
crease in transactions in the securities markets; you find an increase in 
the sales of new issues of securities; and you find an increase in 
securities held by persons and other corporations. 

Mr. Toomas. You mean one follows the other? 

Mr. Cook. Yes. 

Mr. Tuomas. Does your reeord show that, in the last 60 or 90 
days? 

Mr. Cook. Do you recall what has happened in the last 60 or 
90 days, Mr. Bane, on your registration statements and also applica- 
tions for registration of securities on exchanges? You may also have 
some figures on your proxy statements. 

Mr. Bane. I have figures on the registration statements for the 
last quarter. I have them as compared with the two preceding 
years. 

In September 1949 there were 36 statements filed. In September 
1950 there were 39 statements filed, and in September 1951 there 
were 55. 

In October there were 41 filed in 1949, 38 in 1950 and 58 in 1951, 

In November 1949 there were 33. In November 1950, there were 
44, and in 1951, 60. 

In December 1949 there were 36, in 1950 there were 29, and in 1951 
there were 42 filed. 

The number of applications on exchanges, I would say, also in- 
creased in this quarter over the same quarter for the two preceding 
years. 

Mr. Tuomas. Go ahead, Mr. Cook. 































DIVISION OF TRADING 





AND EXCHANGES 
ADDITIONAL POSITIONS 


Mr. Coox. Three new positions are proposed for the Division of 
Trading and Exchanges. Two positions are necessary to take care 
of increased work in the Enforcement Section and to permit that sec- 
tion to keep abreast of its enforcement review work. The other one 
is to examine periodic financial reports filed by brokers and dealers, 
which now are being examined by the regional broker-dealer inspec- 
tors. By examining them in the central office we believe there will 
be more complete coverage and the field inspectors will be able to 
devote more of their time to inspection work, and thereby gain as 
much as three more man-years on inspection work. 





PENDING INVESTIGATIONS 
The statutes we administer have relatively short statutes of limita- 
tions, and it is essential that investigations of violations be expedited. 
The number pending has increased, however, from 857 at the end of 
fiscal 1950, to 1,109 at the end of fiscal 1951, to 1,173 on November 
30, 1951. 
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REGIONAL OFFICES 


ADDITIONAL POSITIONS 





The largest number of new positions Mr. Chairman, is requested for 
the regional offices. In fiscal 1951 there were 334 positions all ocated to 
these offices; in 1952 we have 311 positions and we propose 324 posi- 
tions for 1953, an increase over 1952 of 13 positions, of which 6 are for 
broker-dealer inspections, 5 are for investigations of securities 
violations, and 2 are for stenographic and clerical work. 


EXAMINATION OF THE ACCOUNTS OF BROKERS AND DEALERS 
























When Chairman McDonald was here last year he stressed the 
importance of making regular and periodic examinations of the ac- 
counts of the 3,900 firms registered with us as brokers and dealers. 
None of our functions are more important if we are to afford the 
investors the protections the Securities Exchange Act contemplates. 
Yet last year we were able to complete only 920 inspections. At that, 
it was an improvement over the 906 inspections made in fiscal 1950 
and the 772 in fiscal 1949. 

Although we consider our inspections a kind of preventive therapy, 
like a bank examination to correct faulty procedures before they 
endanger the public interest, they frequently result in substantial 
direct benefits. Thus, 259 of last year’s inspections resulted in the 
discovery of transactions in which the price to the customer was out 
of line with current market prices, in other words, the customer had 
been overcharged; five inspections uncovered instances in which firms 
were taking secret profits, falsely confirming the execution price of a 
' transaction; and there are other examples which could be cited. 
- Prompt corrective action was taken in each instance. 


ADDITIONAL POSITIONS REQUESTED FOR BROKER-DEALER INSPECTIONS 





In appraising our needs for broker-dealer inspection personnel in 
1953, we recognized that we could make but few additions to the 
present staff. We concluded that the Boston, New York, and Seattle 
regions should have preference in the allocation of any new positions 

_ for this inspection program. 

5 There are 350 firms in the Boston region. We have two inspectors 

assigned to this region. They completed 56 inspections last year, 71 

in 1950 and 50 in 1949. There should be at least two more inspectors 

assigned to the Boston area. 

In the New York region there are 1,693 registered firms. We have 
15 inspectors assigned there and they were able to complete 146 
_ Inspections in 1951, 92 in 1950, and 134 in 1949. We are asking for 
' three more inspectors for the New York region. 

In Seattle there are 122 firms and we have one employee, who can 
devote only part time to inspection work. In 1951 he completed 18 
inspections, in 1950 10 were completed, and in 1949 again only 10 
inspections were made. One more inspector should be assigned to 
the Seattle region. 

_ In the seven other regions we hope to maintain the current rate of 

inspections. 
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ADDITIONAL POSITIONS FOR FRAUD INVESTIGATIONS 


With respect to the investigation of violations of the securities 
laws, I should like to mention to the chairman of the committee that 
with our present small staff of 72 investigators, we are able to handle 
only matters involving, well really, the broadest public interest. 
Even so, the number of new cases docketed are increasing each year. 
In 1951 we opened 725 new cases and closed 473, in 1950 there were 
550 new cases opened and 1,279 were closed. We made a sustained 
drive in that year to close every case possible, particularly those that 
had been pending for a long period of time. In 1949 we opened 52) 
new cases and closed 414. 

We are requesting funds to employ five more investigators in 1953, 
three of which are for assignment to the New York region and one 
each for Chicago and Denver. 

The two additional stenographers I mentioned a moment ago are 
needed in the New York office where most of our field activities are 
centered. 

DIVISION OF ADMINISTRATIVE SERVICES 


ADDITIONAL PERSONNEL NEEDED FOR DOCKET, MAIL, AND FILES SECTIONS 


Five additional clerks are requested for the Docket, Mail, and Files 
Sections of the Division of Administrative Services. In view of the 
additional filings which are expected when the Canadian treaty is 
ratified and because of the obvious necessity for supplying adequate 
service in the maintenance of the docket files, the services of additional! 
clerks, we believe, is essential. 


DETAILS OF 1953 BUDGET ESTIMATE ARE CONSOLIDATED IN THE 
JUSTIFICATIONS 


In view of the shortness of time I have only made a most summary 
statement. Of course, all of the details are consolidated in the justi- 
‘fications. All of us are hereto answer any questions you may have, 
and to help the committee in any way we can. 

Mr. Tuomas. Mr. Cook, you have made a very fine and forthright 
statement. We like you and your organization. You and your 
staff have always been very, very helpful to the committee, and we 
appreciate it. 


ORGANIZATION OF THE COMMISSION 


Mr. Reporter, at this point in the record, I wonder if you will be 
good enough to insert Part Il, Personal Services, of the table of con- 
tents, omitting the page numbers? Just include this section whic 
gives a fairly good bird’s-eye view of a breakdown of divisions an 
offices of the Commission. 

(The matter referred to is as follows:) 

Division of Corporation Finance 

Division of Trading and Exchange 

Division of Public Utilities 

Office of General Counsel 

Office of Chief Accountant 

Executive Staff and Office of the Secretary of the Commission 
Division of Hearing Examiners 





Division of Opinion Writing 
Division of Personnel 

Division of Budget and Finance 
Division of Administrative Services 
Regional offices 


Mr. Tuomas. The Commission’s three operating divisions are as 
follows: Division of Corporation Finance, Division of Trading and 
Exchanges, and Division of Public Utilities. The other divisions of 
the Commission are ancillary to them and necessary in carrying out 
the activities of the Commission. 


AMOUNT OF ESTIMATE FOR 1953 AND RECEIPTS FOR 1951 


Mr. Reporter, will you insert in the record at this point the first 
two paragraphs on page 1, down to the word ‘‘organization’’? 
(The matter referred to is as follows:) 


AMOUNT OF ESTIMATE 


The Securities and Exchange Commission is requesting an appropriation of 
$5,950,000 for 1953. This is $136,520 more than the appropriations for the 
current year, which consist of the basic appropriation of $5,378,480 plus a pros- 
pective supplemental appropriation of $435,000 for the cost of the pay increxses 
authorized by Public Law 201, Eighty-second Congress, making a total of 
$5,813,480 for 1952. 

RECEIPTS 

The Commission collected $1,087,022 in fees and revenue in fiscal 1951. They 
are itemized as follows: 

Character of receipt: Amount 
Registration of securities issues__- - - ee ae os t25 37 OR AOS 
Qualification of trust identures-__. c es eee) 700 
From registered stock exchanges. vast Bey WRI 456, 800 
Sale of copies of documents----_--_---- ‘ A) 13, 275 
Miscellaneous revenues_- 


LTE ite ee My eee cE Se ae ss seta cat cia clea a Ge 


The 1952 fees are estimated at about the same as the 1951 collections. How- 
ever, there should be a substantial increase in collections in 1953 because of the 
additional fees to be levied under the authority contained in title V of the Inde- 
pendent Offices Appropriation Act of 1952. The matter of charging additional 
fees now is under consideration by the Commission, and while it is too eariy to 
present an accurate estimate of the 1953 fees, it now appears that they will be more 
than double the 1951 fees. 


INCREASE REQUESTED 


Mr. Tuomas. The Commission is requesting for 1953 an appropria- 
tion of $5,950,000, which is an increase of $571,520 over 1952. That 
increase is arrived at in this manner: The Commission is requesting an 
increase of $136,520 more than the appropriation for the current year, 
which includes an increase of 31 positions over 1952, plus a prospective 
supplemental appropriation of $435,000. 

The number of permanent positions for 1952 is 927, and the Com- 
mission is requesting increasing it to a total of 958 positions for 1953. 
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SALARY INCREASE DUE TO PAY ACT 


Your salary increase for 1952 due to the Pay Act, was $435,000. I 





presume the $435,000 has not been absorbed and you will seek that N 
amount, or an amount approximating it, through a deficiency in the app 
near future. | 

Mr. Rrorpan. That is correct, sir. An estimate has been sub- — 
mitted to the Bureau of the Budget in the amount of $435,000 for a 
sa 5 Ag mio appropriation for the 1952 pay increase costs. S Page 

Mr. Tuomas. $435,000 plus $136,520 which is an increase of JR 
$571,520 over 1952. B No. 

PERSONNEL IN REGIONAL OFFICES Be 
9 9 

Mr. Tuomas. I do not find in the justifications a breakdown of 1 

ersonnel between the District of Columbia and the regional offices, ; 

notice that for 1953 for the regional offices, Boston has 12 people in 7 
it; New York, 133; Atlanta, 12; Cleveland, 23; Chicago, 53; Denver, ; 2 
18; Fort Worth, 17; San Francisco, 30; Seattle, 15; and the Washing- ; 3 
ton regional office, 11. In addition to those numbers you are asking JR 
for an increase of 13 for 1953 over 1952 for the regional offices, 7 of JR * 
whom will be in New York, 2 in Chicago, and 1 each in San Francisco, Ee. 
Seattle, Denver, and Boston. : = 

Will someone here give me a quick answer as to the total number of 
permanent positions for 1952 for the regional offices? 

Mr. Riorpan. The total number of positions for 1952 in the regional JR 
offices is 311. E 

Mr. Tuomas. Out of your total for 1952 of 927 positions? 4 

Mr. Riorpan. Yes, sir; that is right, Mr. Chairman. y 

Mr. Txomas. We think you are showing good judgment in your — . 
regional offices. They are indispensable, and we hope that you will 9% 
continue your good work there and use every opportunity tostrengthen JB x 
the regional offices at the expense of your Washington office. 

Mr. Puruurps. Is the Washington regional office identical with the 
central office? : 

Mr. Riorpan. No, sir. 

Mr. Puruuirs. It is in a separate place? 

Mr. Rrorpan. It is in the same building, but the Washington 7 4 
regional office has the same functions as any other regional office. ; Ss 
It covers Maryland, Virginia, the District of Columbia, Delaware, - 16 
and West Virginia. S x0 

SUPERGRADES s | 
% 0 

Mr. Tuomas. I noticed that the Civil Service Commission has JR 10 

allowed some supergrade 16’s in the three main operating divisions 10 


and also in the office of the chief accountant and the office of the 
general counsel. The regional offices carry some grade 14 and 15 
positions. Well, the committee thinks that you gentlemen here who 
head these big divisions having big responsibilities are entitled to those 
supergrades, 
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TOTAL FOR 1953 





appearing on page 10. 
(The matter referred to is as follows:) 


ALLOTMENTS FOR 1952, CHANGES PROPOSED FOR 1953, AND 


Mr. Reporter, I wonder if you will insert in the record the table 

















| Changes for | ‘Total for 1953 

















| Allotments, 
52 
i Page 
=  refer- Division or function | l 
: 7 | Posi- |Agereg ate| Posi- Aggregate! p<: | Aggregate 
NO. | tions | | of annual | Sons | of annual | tions of annual 
| | salaries | | salaries | | salaries 
¢ | 





; 11 | Division of Corporation Finance: 

















AS op eats a hk Signal edie 


179. 9.0 1, 183, 7 







33 | Division of Trading and Exchanges: 















10.0 | 





| Executive Offices and Office of the Secretary | 
of the Commission: | 
Commissioners and secretaries -_-_.....--.-} 10.0 | 
Executive assistant and adviser on foreign | 
investments. 


Legal assistants to Commissioners... ..___-- |. 4.0 | 28,380 
| Clerk-stenographers and messengers... ---- | 7.0] 23,847 
} Office of the Secretary-...----.-----.---- 6.0} 31,615 





























112.0 | | 








TL. 
S 
=~ 
So 
=> 
Ss 
S 
os 
oe 
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a 19 Director and Associate Director Gacof oe $32, 465 
, 19 Examination of registration statements, | | 
EPEREIND DEOECE, OCG. 5.655005 60~<0-nn a0 1118.0 | 831,080 | 
20 RIE ik akiddend <amatiatiucine deine 5. 0 


320, 240 |. 






34 | Director, Associate Director, and staff | | 
: offices ___- i 8&0 RRA eS 8.0 63,110 
a 34 Branch of Enforcement and Interpretation_| 28.0 |} 158,085 | 2.0) 9,115 | 30.0} 167,150 
‘ 38 Branch of Over-the-Counter Markets. 28.0 | 144,570 1.0 | 4,205 | 29.0 | 148,775 
a 42 Branch of Trading Practices and E “Re | | | | 
4 Markets. 3.0 |} 138,185 oinetinept aoe | 138, 185 
51 | Branch of Industry and Financial An: aly sis_| 0 0} 198,005 | 40.0 198, 005 
ESE RSE ea Perper ee ee 127.0 701, 905 3.0 | 13, 320 1130. 0 | 715 225 
b 62 | Division of Public Utilities: | “| | 
% Director, Associate Director, and staff | | | 
3 SE SSAGHREE SEE tele i eeeaeres } 11.0} 72,430 |....--].--.......] 11.0] 72,430 
EE: | Branches of examination. ..............-- | 65.0 | 460,925 |- ..--| 65.0 | 460, 925 
Be Branch of Accounting...................-- } 6.0 44,240 |—2.0 | —15, 280 | 4.0 | 28, 960 
ee Engineering Section-._........-.....-.--- 0 ee SS Wee Ree As | 3.0] 18,120 
uw | Chief Counsel and staff. ..........-.-...- 6.0) | Te esas cis | 3.0] 19, 165 
NIRS 22304 3) or eg a see 88.0 614, 880 
zi 85 | Office of General Counsel. ---._.--.--------- 28,0 | 179,115 
93 | Office of Chief Accountant__-....-......._-- ri 73, 060 | 


4.0} 30,680 | 


Bis a. aa baba buviiewmins wotmuns | 31.0 | 213, 622 | 
97 | Division of Hearing Examiners..........-.....| 6.0 | 51,830 
Es 98 | Division of Opinion Writing --.-.-.---.---.-- 14.0} 84,355 
a 100 | Division of Personnel. % ua _.-| 10.0 | 54,910 | 
BS 103 | Division of Budget and Finance _- | 11.0 


53, 535 | 


Be 105 | Division of Administrative Services: | | | 

be 105 Dibieion aint ate os ee gs 5.0 | 30,480 | AK ee Pa 
3 107 Docket, Mail, and Files Section...-------- | 54.0 | 172,751} 5.0} 14,750 | 59.0 187, 501 
4 109 Public Reference Section. ee ceneaael Wt See [annke Pte cnre wets, 9.0 29, 465 
a 109 Records Management Section_..-.-------- | 3.0] 11,200 |-..-. Rac 6. the | 3.0 11, 200 

be 106 RPUUEIIRS TION. cece nncnen yes 112.0] 41,985 | — ae 12.0 41, 985 
a 109 | Machine Tabulation Section... ---..--_.--- 6.0 22, 420 | | 85 Ape | 6.0 22, 420 
2 109 | nS a ee ao | 8.0] 35, 745 TR DORR SS | 8.0 35, 745 
i 109 | Drafting Section -- --- aie: mak Be bg spacial Rides | 2.0} 9, 500 
f 109 | Preparation of material for printing ‘at | | | 

x | Od eae ; 3 ae” eee Baleares 4.0 | 16,360 
4 109 | Purchase, Supply, and Service Section 9.0} 31,427 9.0 | 31, 427 


"401,333 | 5.0 | 
616.0 3, 612, 330 18, 0 







4.0 | 


See ins } $32, 465 
| 12.0 | $63,620 |130.0 | 894,700 
320, 240 


acickcenunawey 57.0 | 





joi. 0 | | 




















—2.0 | —15, 280 86.0 | 599, 600 
| _.| 28.0} 179,115 
10. 0} 73, 060 


PR, SO 10.0 99, 100 
ee | 4.0 30, 680 
PLR | 4.0] 28,380 
RR 7.0| 23,847 
> Rel eae 6.0 31,615 


saws 31.0 | 213, 622 

= «i ..Geul 51, 830 
‘RIBS CEPA WE aes 
an SS FI Ree 
| ods 11.0} 53,535 
























416, 083 
3, 688, 740 
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| 
Allotments, | Changesfor | = 
1952 1953 | Total for 1953 





Division or function | 
No \Aggregate Aggregate! _ |Agere ate 
ate ofannual | ;. of annual | of annual 
| *| salaries salaries \" ons | salaries 


pra 3: MEMES er 





nc ee 


110 | Regional offices: 
OE icici nb ck ae 


Atlanta_ 5 RES SEN 
6 eR Ee 
| Chicago- . 
Fort Worth _- 

Denver. 
| 

| 

| 

| 


San Francisco. 


Seattle .____.- RR AEE S ts 82, 850 
Washington... } 11.0 70, 875 








‘311.0 ee 





| Personal services. ~-----+--------+------/927.0 15, 508,335 | 31.0 | 148, 100 958.0 | 5, 656, ye 
Adjustment for lapses ‘ 19.6 123,995 | 3.1) 12,080 | 22.7 136, 07 
Net personal services. - eiewete 5, 384, 340 27.9 o| 136, 020 35.3 3 | 
Regular pay in excess of 52- week base. _- bSvcene 20, 800 500 
Overtime and holiday pay - - 7 . tl es 3, 000 
Total personal service obligations _ _- | 5, 408, 140 
Less reimbursements for services performed —16, 890 


| All personal services.___---.-- 5, 391, 250 





Other obligations: | 
Travel__ lines osinihisbahnkighdacipuenek a 
T Tansportation of things. __- : 1, 600 
Communication services_-___-- pincercdcnnhs Leg ede 81, 200 
Rent of IBM machines. ___- 4 pa, BE 21. 910 
Printing and reproduction. _. - wie ak ae 90, CO 
Other contractual services... __- : ; os 15, 72¢ 
Supplies and materials aiden 6 : 70, 000 
Equipment. - a Ee A aie 5, 000 
Taxes (employer's FIC A) nie endl 1, 800 








Subtotal, other obligations.-_....._.. ner 422, 230 


Total obligations. __-- eee |f, 813, 480 
Estimated supplemental appropri: ation in 1952 | | 
for pay increases under Public Law 201___- | —435, 000 








Basic appropriation for 1952 and estimate for } 
SUR siichowaiknencia UE a \5, 378, 480 0 rena sl ewralii 








OTHER OBLIGATIONS 


Mr. Tuomas. We notice your other obligations, composed of travel 
expenses, transportation of things, communication services, rents and 
utilities services, printing and reproduction, other contractual serv- 
ices, supplies and materials, equipment, and your contribution to fhe 
social-security fund, total $422,230, which is identical with the amoun' 
in 1952. For 1952 and 1953, travel expenses amount to $135,000 
for each year, and for communication services it is $81,200 for each 
year. Your printing and reproduction is $90,000. What about 
your printing and binding item? 


PRINTING AND REPRODUCTION 


I notice in your justification that requisitions have been place’! 
with the GPO for the printing of three publications. Your statistical 
bulletin will cost $3,000, the official summary, $7,000, and Dail) 
Registration Record, $14,000, a total of $24,000. I also notice that 
the cost of printing one volume of prior decisions is $16,000 and that 
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the cost of printing one volume of current decisions, plus the cost of 
holding type and other administrative expenses, is $21,000. 

Is there-any way to reduce your printing and reproduction item 
during this period of stress and strain? 

Mr. Riorpan. Last July we made a study of printing costs and 
transferred certain work to the Government Printing Office. 

Mr. THomas. It is not a question of transferring it. It is a ques- 
tion of eliminating. All of this work is highly important, I imagine, 
under normal conditions; but, as you well know, we are not living 
under normal conditions now. 


COMPARISON OF 1951 PRINTING COSTS WITH 1952 AND 1953 


Mr. Reporter, now insert at this point in the record the tabulation 
appearing on page 135 of the justifications, the table on the printing 
costs. 

(The matter referred to is as follows:) 





RESSSEAEE BSCE 
; Borex : Allotments, | Estimate, 
Item | Cost 1951 1952 1953 





1, Copies of public bills, documents, etc $700 | $700 
2. Technical forms and books of instructions pertaining to | 
their use, rules, and regulations of the Commission, | 
reprints of rules, acts, etc Kens ; | 
3. Administratve forms, letterheads, envelopes, standard 
RD ae ee Se os ae eee yee ee — , 159 7,100 | 7, 100 
. The Commission’s Annual Report to Congress : . ,3lk 4, 400 4, 400 
5. Legal briefs, transcript of record, reports on reorganization | 
plans, etc. (for use in courts) .......-...--.--..---.-.--.- 3, 795 3, 800 3, 800 
. Binding__-_- cide 0 Eka alas 2 RARE ERE BE Se 2, 16% 2, 000 | 2, 000 
7. Decisions and Reports of the Commission -.....-....___.-- 38, 37, 000 37,000 
Periodicals and other offset processing. _- ‘ EPR GEN, OE al 30, 000 | 30, 000 


5,000 | 5, 000 
| 


90, 000 90, 000 


Mr. Tuomas. You have listed administrative forms, letterheads, 
envelopes, standard forms, and so forth, costing $7,100. I do not 
know whether you could reduce that. You have listed the cost for 
the Commission’s annual report to Congress as $4,400. Could not 
that be cut in half? There is also an item for binding of $2,000. Ido 
not know whether you could cut that or not. 

Mr. Rrorpan. We have several financial publications that are used 
continually, and we have to preserve them for future use. Unless we 
bind them, they become too dog-eared to use. 

Mr. Tuomas. Also listed are legal briefs, $3,800, decisions and 
reports of the Commission, $37,000. That was reduced to $37,000 
in 1952 from $68,000 in 1951. Then you have periodicals and other 
offset processing, $30,000. What does that mean? 


PRINTING OF DECISIONS 


Mr. Coox. That was what Mr. Riordan referred to, Mr. Chairman, 
when he indicated that some of the work was transferred to the 
Government Printing Office. 

Now, if I may, I would like to say this with regard to our decisions 
and reports. The Commission, under its statutes, disposes of almost 
all of its major matters only after notice and opportunity for holding 
public hearings and the filing of briefs and hearing oral argument, and 
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final decision by the Commission. Those decisions are written decisions, 

Since the early history of the Commission it was felt that all of the 
facts should be set forth in its opinions and that the basis for those 
decisions should be set forth in detail so that all of the people who 
had to deal with the Commission and all of the people who are affected 
by the work of the Commission would be able to take those decisions 
and read them and find out just what the policies and the legal princi- 
ples were upon which the Commission adjudicated its cases. 

Now, in order for people to have that information, those decisions 
necessarily will have to be printed, and a good portion of our printing 
costs is for that purpose. 


PAYMENT FOR COPIES OF DECISIONS 


Mr. Tuomas. I suppose the litigants are given free copies, but if 
anybody else wants them for general information, why can they not 
pay a small cost for them? If A sues B in New York City, and a 
lawyer in Texas or Louisiana wants to find the court’s decision, he 
buys a copy of the decision from the West Publishing Co. Why can 
you not sell copies of your decisions? 

Mr. Coox. We have similar arrangements. I have the figures here 
on the sale price of the three most recent volumes. Volume 16 was 
sold at $2.75 a copy; volume 17 was sold at $3 a copy; and volume 18 
was sold at $3.25 a copy. 

Mr. Tuomas. You have them bound in volumes and sell them? 

Mr. Coox. Yes. 

Mr. Tuomas. But if X, who is living in Texas, is interested in Opin- 
ion 1 or Opinion 13, involving some case up in New York City, he 
should not object too strenuously to paying you for the printing cost 
of that opinion. You deal with that problem every day in the law 
business. If some man in my State wants to know the decision of a 
case which was decided in New York, he buys a copy of the opinion 
from the West Publishing Co.; does he not? 

Mr. Cook. That is a perfectly proper and, in my judgment, a 
feasible suggestion, Mr. Chairman. 


INCREASE IN FEES AND CHARGES 


Mr. Tuomas. And, in that regard, it brings to my mind the fact 
that you should be able to increase your 1952 fees and revenues from 
about $1,087,000 to approximately $2,000,000. 

Mr. Cook. Yes. 

Mr. Tuomas. Why wait until 1953? The authority was granted 
to the Bureau of the Budget and Federal agencies 5 or 6 months ago. 
This study has been conducted by the agencies, we are advised by the 
Bureau of the Budget, for some 6 or 7 months. 

Mr. Cook. That matter is before the Commission right now, Mr. 
Chairman. 

Mr. Tuomas. It should be said that those funds are covered mto 
the Treasury and that you are not given any credit for them in your 
annual budget. 

Mr. Cook. That is true, Mr. Chairman. 

Mr. Tuomas. It is about 17 percent of your annual budget, and 
with this increase of 100 percent it will be even larger. 

Mr. Cook. For the information of the committee, I should like to 
say that while the Commission has not finally determined what 
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fees shall be charged and the amount of those fees, I think I can give 
you a general indication now. New fees are proposed for such services 
as the qualification of trust indentures, which is done under the Trust 
Indenture Act of 1939, the registration of investment companies, which 
is done under the Investment Company Act of 1940, exemptions from 
the registration requirements of the Securities Act of 1933, the regis- 
tration of broker-dealer firms under the Securities Exchange Act of 
1934, the registration of investment advisers done under title IT of the 
Investment Company Act of 1940, and the registration of public 
utility holding companies. 

Mr. Tuomas. Good, but when are you going to get all of that done? 

Mr. Coox. Probably, Mr. Chairman, withm the next week or 10 
days. 

OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Mr. Reporter, at this point in the record insert the 
tabulation on page 140 showing other contractual services in the 
amount of $15,720 for 1952 and 1953 as against $20,625 for 1951. 

(The matter referred to is as follows:) 





| Expendi- | Estimated 
tures for | obligations 





| Estimated 
require- 


1951 | for 1952 — for 





(® Cleaning and other services, field offices eee 
b) Repairs to equipment 773 | $3, 500 | 
(¢) Building maintenance j 2, 285 | 
(d) Purchase of transcript X 700 | 
(¢-) Emergency stenographic service : | 150 

(f} Witness and mileage fees , 285 | , 200 | 
(g) Misecelianeous expenses | 4,937 | , 600 

(h) Stenographic reporting service. .................-.-------------- | 3, 000 | 
(i) Library services under contract 














STENOGRAPHIC REPORTING SERVICE 


Mr. Tuomas. Stenographic reporting totals $3,000 for both 1952 
and 1953. 

This is a matter of widespread interest among people in similar 
positions as well as litigants who happen to be before the Commission 
at the time. Can you not make some arrangements whereby these 
people can pay for this copy instead of it costing the taxpayers $3,000, 
or at least break even? A good many agencies farm this business 
out, and the reporting people are perfectly anxious to do the work 
and get their compensation in the form of charges they make for 
copies which they sell. 

Mr. Riorpan. Mr. Chairman, our stenographic reporting is done 
under a contract which is awarded each year by competitive bidding. 
Prior to this year we had a very favorable contract. In addition to 
furnishing the reporting service free we have received as high as a 
$25,000 and a $27,000 bonus. The low bid this year provided free 
service for everything except for private hearings. Since we have to 
pay for the private hearings, this $3,000 is included in the estimate. 

Mr. Tuomas. In other words, you have not been able to make as 
favorable contract this year as you have been able to make previously? 

Mr. Riorpan. That is exactly right, sir. 
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DISSEMINATION OF COMMISSION DECISIONS 


Mr. Cook. If I might make this further statement with regard to 
the dissemination of our printed material, Mr. Chairman, I would 
like to, and this is not to be taken to mean that we are not going to 
undertake to establish a charge and collect the fair face value of our 
services on all of our materials distributed, but much of the work of 
the Commission is of substantial interest to all investors. For that 
reason it has been felt that there should be as wide dissemination of 
the Commission’s decisions as possible, particularly of those bearing 
on matters of widespread interest. It was for that reason we under- 
took to establish mailing lists on which persons could be listed. Those 
lists are revised from time to time. Unless we are affirmatively ad- 
vised by the persons who are on those lists that they desire to continue 
on them, they are taken off of the lists, so that while we believe there 
should be widespread dissemination of the Commission’s decisions we 
try to make sure we have current lists and not dead ones. 


TRAVEL AND TRANSPORTATION OF THINGS 


Mr. Tuomas. Mr. Reporter, please insert in the record at this point 
page 129 of the justifications showing the itemization of the travel 
expenses and transportation of things. 

(The matter referred to is as follows:) 


[temization of travel expenses 








| | 
| 

| Expendi- | Allotments, | 
| tures, 1951 1952 


1953 esti- 
mated re- 
quirement 











| 
Transportation of persons... - DL hig a Noted, SR SR rah Usk mrt } $39, 798 $40, $40, 000 
Subsistence expenses SCA MEs a pKa = : bliadiunatcilnds 71, 163 | { 77, 000 
Incidental travel expenses ___- Sa wet oti neces Se eee 7, 263 &, } 8, 000 
Mileage, use of privately owned automobiles... .__. SUE AAN tite RRO 9, 571 ‘ } 10, 000 


Subtotal, obligations ‘ The he FEES 27,795 135, 000 
Reimbursement for services performed ____.-..._._- 1, 030 








ented ner ay sight dent ck ebaieing . | , 765 135, 000 135, 000 


Transportation of things 


_ ; | Estimated 
| Expendi- | Estimated naa 
tures for | obligations | Pet ia 

1951 | for1952 | 1953 


Transportation of things other than household goods 
Transportation of household goods and effects__- 





NE akin: bine wal oe we ak wien is 





Mr. Tuomas. You want $40,000 for 1953 for the transportation of 
persons, for subsistence expenses, $77,000, for incidental travel ex- 
penses, $8,000, and for mileage for the use of privately owned auto- 
mobiles, $10,000, a total of $135,000. I notice in the estimate for 
transportation of things, transportation of household goods and effects 
is $700. 





281 


PERSONNEL TURN-OVER 


What is your average turn-over of personnel in 1952? 

Mr. Rrorpan. During the last 6 months, from July 1 to December 
31, the turn-over was high because we had a reduction in force dur ng 
that time. There was an 11-percent turn-over in that period. We 
expect that during the next 6 months we will have about a 4-percent 
turn-over. 

Mr. Tuomas. What was it in 1951? 

Mr. Rrorpan. Around 8 or 9 percent. 

Mr. Tuomas. Well, that certainly is a fine record for the Commis- 
sion. We are interested in knowing why your turn-over is small 
while the general turn-over averages He 16 to 24 or 25 percent. 

Mr. Rrorpan. Maybe a good answer is in the fact that in the last 
5 or 6 years our staff has been well shaken down chiefly because of 
appropriation reductions. Most of our people have had many years 
of service with the Commission. We analyzed our employment 
recently, and we found that out of 900 employees only 45 of them had 
less than 3 years’ service with the Commission. 

Mr. Tuomas. On the surface, your answer seems to be a very good 
one, with the exception that the Commission has not been ‘‘shaken 
down” very badly in numbers. After looking at many agencies other 
than your one, we find turn-over in jobs from grade 9 and above just 
does not happen. When they get in they just stay. The turn-over 
is in the very low grades, such as file clerks and some other jobs of 
that kind. 

Mr. Rrorpan. | think our turn-over is almost even below grade 9 
and above grade 9. <A certain number of people above grade 9 are 
always leaving. 

Mr. Cook. I would like to say this, Mr. Chairman, that the 
Commission—— 

Mr. THomas. If I may interrupt you right there, Mr. Cook, in 
looking over this chart it seems that vou have a generous number of 
GS-15’s, GS-14’s, GS-13’s and GS-12’s. Now, they are very high 
erades, and maybe that accounts, to some extent, for the smallness of 
your turn-over. 

Mr. Coox. I think an analysis of the figures, Mr. Chairman, 
would show that there has been quite a substantial amount of turn- 
over in those grades also. 

Mr. Tuomas. Your turn-over figure does not bear out your state- 
ment. For your ageney it is 8 or 9 percent and in other Government 
agencies it varies from 16 to 24 or 25 percent. We are not complaining 
about a small percentage of turn-over, because a high percentage of 
turn-over is a very great economic waste. 

Mr. Cook. I want to make the point, Mr. Chairman, that the turn- 
over in the Commission has been on a more uniform basis than in 
other agencies, so far as we know. Secondly, I would like to say 
that the reason the turn-over in the Commission has been as low as 
it has been, in my judgment, is because the Commission has always 
had very interesting work to do, and there has been a spirit on the part 
of the people employed in that agency, which I think is not to be 
found in many other agencies. 

You may recall that the Securities and Exchange Commission was 
called by the Commission investigating administrative agencies 
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throughout the Government as an outstanding example of the admin- 

istrative agency at its best. It earned that reputation by being 
ood employer and by having people interested in the work of the 
‘ommission. 

I think that explains, in large measure, why there has been such 
continuity in employment there, and I dare say for an agency which 
has had as short a life as the SEC, having been created only in 1934, 
I dare say that we have more people with long years of continuous 
service than any other agency you will find in Washington. 

Because of my interest in it personally, I get a list of all the people 
in the agency when they have been there for 15 years, and I have 
never ceased to be amazed at the regularity with which those lists 
come through, and the number of people whose names are on them. 

Fifteen years, you see, would take you away back to 1937, just 
3 years after the Commission was organized. Judge Bane and 
Mr. Lund were with the Federal Trade Commission when the Trade 
Commission was beginning the job of administering the Securities Act 
of 1933 before the Commission itself was created, and they first came 
to the Commission in 1934. 

How long have you been with the Commission, Mr. Riordan? 

Mr. Riorpan. Since October 1934. 

Mr. Coox. Mr. Loss when did you come with the Commission? 

Mr. Loss. In 1936. 

Mr. Coox. And Mr. Yohalem when did you come with the Com- 
mission? 

Mr. Youaem. In 1938. 

Mr. Cook. So, you see among the people who are here most of us 
have very long tenures. 

Mr. Tuomas. Well, that is fine. 


WORKLOAD IN 1952 AND 19538 | 


' 


Now, we would like for the record, if you gentlemen will be so 
kind, to have you give us a little rundown on your workload for 1952 
and 1953. 

We have heard from Judge Bane regarding the Corporation Finance 
Division. We would also like to hear from the Division of Trading 
and Exchanges, and the Division of Public Utilities. Of course, as | 
have said before, these are the three main operating divisions, and 
the other divisions, such as General Counsel’s office, Office of the 
Chief Accountant, executive offices and Office of the Secretary, 
Division of Opinion Writing, Division of Hearing Examiners, Division 
of Personnel, Division of Budget and Finance, Division of Adminis- 
trative Services and the 10 regional offices are part and parcel of the 
Commission, but they are ancillary to the three main operating 
divisions. 


DIVISION OF CORPORATION FINANCE WORKLOAD 


Judge, do you want to amplify on what you said a while ago? 

Mr. Bane. Surely. In 1949 we received 455 registration state- 
ments under the Securities Act of 1933. In 1950 we received 496. 
In 1951 we received 544. 

Those are each for the fiscal year. If you take the calendar year as 
an indication of the work volume for those 3 years, in 1949 we received 
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441 such registration statements, in 1950, 506, and in 1951, 620. 
This, while not exact, is a very fair indicaiion of the increase in filing 
ofall other types. The Division receives and processes 52 major types 
of filing. The volume of work coming in under the 1933 act for regis- 
tration statements is a fair index, not an exact one of the volume of 
work coming in. 

You will notice from the tables furnished on pages 22, 23, 24, 29, 
30, and 31, that there has been an increase in those years of filings over 
the last year’s filings and in practically all instances, in fact in all 
instances save three minor ones. We have had at the same time a re- 
duction in staff. 

We have had a large increase in the last year of what we call time 
limit work. That time limit work is work that either by statute or 
rule must be processed within a certain length of time. 

Incoming work in fiscal 1952 as compared with fiscal 1951 increased 
something like 10 percent. For the last 5 months of the calendar year 
1951 the incoming work increased about 21 percent over the corre- 
sponding period for 1950. 

Mr. Tuomas. Judge, if I may interrupt you, you have shown it 
very graphically on pages 22 and 23, and we will insert those pages in 
the record. That gives it by years, by number of cases, and the dollar 
amounts. Does not that give the picture? 

Mr. Bane. Yes, for those acts, but over on page 29 and 30 there 
are some additional figures with reference to the Investment Company 
Act of 1940, and I think those ought to go in also. 

Mr. Tuomas. All right, we will follow the other pages with those 
that you suggest. 

(The matter referred to is as follows:) 


Securities Act of 1933—Number of registration statements filed, disposed of, and 
pending, and aggregate dollar amount of securities as filed, for the fiscal years 1947 
to 1951, inclusive 


NUMBER OF REGISTRATION STATEMENTS 





} 
: | Aggregate 
Pending at Fi : : ; 
ee a a pleat iled during | Disposed of | Pending at dollar 
Fiscal year ended June 30 be peg year during year | end of year | amount as 
ol year | filed 





140 567 


575 | _ 132 |$6, 934, 388, 303 
132 449 3 


518 | 63 | 6, 149, 704, 287 


58 496, 


509 5, 220, 653, 010 
45 544 


45 
517 | 72 6, 371, 827, 423 








| 
| 
i 
63 455 460 | 58 | 5, 124, 439, 119 
| 
| 





Trust Indenture Act of 1989—Number of indentures for qualification filed, disposed 
of, and pending, and aggregate dollar amount of securities covered by indentures 
juled for the fiscal years 1947 to 1951, inclusive 





os 
Pending at | yp: , : . | Aggregate 
a ee apsrer Filed during | Tisposed of | Pending at dollar 
Fiscal year ended June 30 beginning year | during year | end of year | amount as 
of year ’ | 5 } - mos 





| j 
106 | 15 $2,691, 970, 861 
129 2, 554, 029, 380 
125 | 2, 695, 823, 365 
101 | 
107 
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Securities Exchange Act of 1934 


APPLICATIONS FOR REGISTRATION OF SECURITIES ON NATIONAL SECURITIES 
EXCHANGES 








Fiscal year ended June 30— 


Pending at 
beginning 
of year 


Filed dur- 
ing year 


Disposed of 
during year 


Pending at 
end of 


year 





218 

















ANNUAL REPORTS (UNDER SECS. 13 AND 35 (d)) 





2, 647 

2, 660 | 
2, 690 | 
4, 785 | 2, 648 | 
4, 043 2, 686 | 


5, 542 | 
6,619 
5, 992 | 


CURRENT REPORTS 


2, 889 | 


Proxy statements, various acts—Number of proxy statements filed and examined 
during the fiscal years 1947 through 1951 
Fiscal vear ended June 30: 
1947 


Number of prory 
statements filed 


1, 677 
1948 1, 677 
1949_ : ; ble So ; 1, 702 
1950_ : ; Mee 1, 711 
1951 1, 788 


In addition many supplemental statements are filed. 


Investment Company Act of 1940 


NOTIFICATION OF REGISTRATION 


l 
| ‘ | 
| Pending at | 
beginning 
of year 


Filed dur- | Disposed of | Pending « 


: H and of 
ing year during year : ings 
} tel 


Fiscal year ended June 30— 


207 | 12 | 36 | 

183 | 18 | 21 | 

i 180 16 | 56 | 

saad 136 26 | 46 | 

deael 116 12 | 39 | 
| 


REGISTRATION STATEMENTS 


J 


ANNUAL REPORTS PURSUANT TO SECTION 30 (a) 
757 
853 
gl4 
875 


226 | 
219 | 
a | 
224 | 
251 | 
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Investment Company Act of 1940—Continued 
QUARTERLY REPORTS UNDER SECTION 30 (b) 


| 


Pending at | Filed dur- oe 
| 
| 





Pending at 
end of 
year 


Disposed of 


Fiscal year ended June 30— beginning ing year | during year | 


vi year 





| 
790 | 477 | 
05 | 762 | 593 | 
4 | 788 946 
6 | 818 | , O75 | 
9 | 869 780 | 


192 | 505 
674 
516 
259 
348 


| 
| 
| 


2,1 
2, 5 
2, 67 
2, 
2, 


516 | 
25 


NNYNNN 





STOCKHOLDER REPORTS UNDER SECTION 30 (b) (2) AND 30 (d) 





| | | 
718 355 
649 583 
662 951 | 
637 949 
673 663 | 


a 


om > 


toe orb 


Oho oe 


ed 


PNW 


c 
& 


| 
} 
} 
| 
| 
{ 
| 
| 
| 
| 
| 


Mr. Tuomas. Of course, with your very expert and well-trained 
staff, who have been there 12 to 15 years, could it be that most of this 
material is just a question of applying a few figures and looking it 
over? 

Mr. Bane. No, sir. It is far more than a screening job; it is an 
analytical job. You have to be on your toes to pick up defiencies. 


DIVISION OF TRADING AND EXCHANGES WORKLOAD 


Mr. THomas. Who is next? 

Mr. Coox. Shall we take the Division of Trading and Exchanges 
next? 

Mr. THomas. Surely. 

Mr. Cook. Mr. Lund. 

Mr. Lunp. Mr. Chairman, I think it is important to point out that 
we are trying to do the same work today with 116 people that we were 
doing 3 or 4 years ago with 166, yet the work has largely increases. 

For example, the stock exchange volume has doubled over 2 years 
ago. ‘The amount of work that we must do in connection with follow- 
ing up the honesty and propriety of sales of new securities has also 
increased. 

Mr. Tuomas. I do not mind your puffing it up a little bit, but just 
do not puff up too much. You have not had too many ¢ additional 
new corporate sales. You have just had an increase of about 50 or 
75 percent in volume of the same issues, so that if you had four times 
that many it would not increase your workload any. 

Mr. Lunp. The point is, Mr. Chairman, that in active markets 
you have more tendencies on the part of people to issue phoney 
securities, 

Mr. Tuomas. That is right. 

Mr. Lunp. And our work of detecting fraudulent transactions has 
largely increased. 

Mr. Tuomas. We will insert page 39 of the justifications in the 
record which gives a pretty good picture of your workload. 

(The matter referred to is as follows:) 
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Broker-dealer registrations 
EFFECTIVE REGISTRATIONS AT END OF FISCAL YEAR 





Fiscal year ended June 30 Active Inactive Total 





3, 994 
4,000 





APPLICATIONS FOR REGISTRATION OF BROKER-DEALERS 
] aes | an 
Pending at 
beginning of | 
year | 








Received dur- Disposed of | Pending at 
ing year Subtotal during year | end of year 





3 493 516 493 
5 464 487 441 











| 

9 429 458 435 
; 
| 





BROKER-DEALER PROCEEDINGS TO REVOKE OR DENY REGISTRATION AND/OR TO 
SUSPEND OR EXPEL FROM MEMBERSHIP IN A NATIONAL SECURITIES ASSOCIATION 





| } 
| Pending at F 
Fiscal year ended June 30 —_| beginning of | eee Subtotal ee pp oe 


| year | 








42 
nt 38 47 22 
| 5 | 122 99 











dg proceedings to revoke registrations involved only the failure to file financial reports as required by 
rule X-17A-5. 


Mr. Lunp. Broker-dealer registration is only one segment. This 
registration data has to do with the things which we must process, 
applications which come in, and is just one segment of the four general 
segments of work that we handle. Our largest work increase has 
come in the listed and over-the-counter market transactions, and in 
the fraud transactions. 

Mr. Tuomas. Is there anything further, Judge? 

Mr. Lunp. I would like to add one further thing. Because of the 
defense effort we have had an additional call on our facilities as we 
have a Statistical and Research Department. Various Government 
agencies, and various individuals within the Government are calling 
on us for statistics as to actual plant and equipment expansion and 
as to anticipated general expansion. The number of inquiries in 
that field has increased rather markedly in the past year. 

Mr. Tuomas. Is it absolutely necessary for you to supply that 
information? You know there is no end to human desires. If 
people think it is free they just want to write for it. 

Mr. Lunp. We seem to be the primary storehouse in the world for 
information on financial organizations and when the congressional 
committees or the Defense Departmeat or the Tax Bureau calls on us 
we try to cooperate and furnish the information desired. 

Mr. Tuomas. How many people do you have in that Division? 

Mr. Lunp. We have 40, sir. 

Mr. Coox. We have, Mr. Chairman, in the Commission, in these 
documents that Mr. Lund has referred to, probably the most extensive 
collection of accurate financial information on American corporations 
that exists any place in the country or in the world today. As a 
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result of this it is just inevitable, as he stated, that when the Bureau of 
Internal Revenue is considering an excess-profits tax or some other 
important change in the tax laws it will call upon the Commission for 
data which will be of assistance to it. Anything affecting the financial 
situation of corporations in this country or listed securities calls for 
the kind of information which the Commission preeminently has. 

Mr. Tuomas. Out of 130 people in the Division of Trading and 
Exchanges, 40 of them are engaged in this statistical operation? 

Mr. Lunn. Yes, sir. 

Mr. Tuomas. Could we not go ahead and fight a war for a couple 
of years without so many people in that Division? 

Mr. Lunp. We have considerably less than we formerly had. We 
are down to the bone now and we are required still to render the same 
valuable service. 


DIVISION OF PUBLIC UTILITIES WORKLOAD 


Mr. Tuomas. What about the Division of Public Utilities? 

Mr. Youatem. We are still working as diligently as we can to wind 
up the section 11 program. 

Mr. Tuomas. You now have 88 employees do you not? 

Mr. Youauem. Yes, sir. We are down to rock bottom. If the 
committee is interested I have brought some maps with me to show 
what the utility industry looked like when we started this work, 
and what it is going to look like in the future, assuming completion 
of the section 11 program. I do not want to take the time of the 
committee unless you want to see them. 

Mr. Coox. I think you might be interested in them, Mr. Chairman. 
We can just take a few minutes to show them, or such additional 
amount of time as you feel would be desirable. 

Mr. Tuomas. Sure, go ahead. 

Mr. Putiurrs. What is that going to show us? 

Mr. Youautem. This [indicating map] is the holding industry, the 
electric-utility industry when we started, and the outstanding charac- 
teristic of the map is the fact that we find the same colors scattered 
all over the country [indicating]. 

Mr. Yates. What do the colors indicate? 

Mr. Youautem. Those indicate the service areas of the utility 
properties which were held together under common control under a 
single company. For instance, you see that color there in Florida, 
Texas, and other places. ‘ 

Mr. Tuomas. How many were there to start with? 

Mr. Youauem. There were 72 or 73 top holding-company systems 
at the start. 

Mr. Tuomas. How many are there now? 

Mr. Youatem. We have them down to 40 now, and the best esti- 
mates we can make are that when we are all through we will be down 
to 20 holding-company systems, and each one of them will hold 
integrated electric-utility systems. 

Mr. Putuures. Does the red indicate the same utility system? 

Mr. Youautem. Yes. 

Mr. Puiuurpes. Out here in the western part of the country, and 
down in the South? 
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Mr. Youatem. Yes, sir; that is right:' That [indicating] is the 
Electric Bond and Share. 

Mr. Cook. In those States there are a good many separate corpo- 
rations all in the same holding-company system. 

Mr. Youatem. Now, west of the Mississippi there will be little left 
as shown on this map [indicating], but on the eastern seaboard here 
and through the Mississippi Valley there are large integrated systems. 
For reasons of State law and financing there may be a holding company 
over a number of separate operating companies, but those are not 
going to continue in existence unless we are satisfied that they should 
be kept together as a single integrated unit. Here [indicating] is the 
Middle South Utilities System with four operating companies, the 
Central Southwest down here [indicating], Pe there are four operating 
companies in that. The Southern Co., and the American Gas and 
Electric System will be the largest ones in point of utility operations. 

Such companies will be subject to continuing regulation under the 
act, and as of today these companies have gross assets of $7 billion, 
and utility income I would say, in the neighborhood of $1,500,000,000 
a year. 

‘Mr. Tuomas. Judge, their worth and their income is not of much 
concern, as far as your workload is concerned. 

Mr. Youatem. | am afraid that 1 must contradict you, Mr. Chair- 
man. 

Mr. Tuomas. All right; we are all among friends. Explain® it to 
me. 
Mr. Youatem. They are all going through expansion programs 
which each vear surpass their efforts of the year before. 

Mr. Tuomas. What do you have to do in the next 2 or 3 years 
that you did not have to do in 1938? We are willing to say that you 
have perhaps done as grand a job as a man could do in the last 13 or 
14 years, but what we are interested in is what you are going to do 
for 1953. 

Mr. Youa.em. In the first place on this map of the United States 
today there are about 40 holding companies. The other 20 have stil! 
to be gotten rid of one way or the other. As far as I can see, a rough 
guess is that there are now pending 15 major reorganizations to take 
care of those remaining systems. 

Mr. Tuomas. You have been working on those 20 since 1938. What 
is to be done that you have not already done to those 20, because | 
know that -you have been around a long time, since 1938? 

Mr. Youatem. No, sir; 1 have not been at it since 1938. 

Mr. Tuomas. Since what date? 

Mr. YouHALEM. My own personal association with the program goes 
back to 1942. 

Mr. Cook. | am familiar with it from the inception. I am familiar 
with it from the Electric Bond and Share case in which the constitu- 
tionality of the Holding Company Act was determined. 

Mr. Youatem. For the next 2 or 3 years we have the problem o! 
winding up those systems and bringing into conformity with section |! 
those systems which are not yet there. As to those programs I will 
say this, that we are all human, both management and the Commis- 
sion’s staff. The cases left are the hardest ones to dispose of. The 
easiest ones went out first. 
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Mr. ‘lHomas. Judge, youhave done all of that baek-breaking work 
to iron out those human equations which we have to deal with every 
day. 

Mr. Youauem. I would not minimize for a moment what we have 
done, Mr. Thomas. 

Mr. ‘l'Homas. | am not going to minimize it either, as we think you 
have done a fine job. 

Mr. Youatem. We had 250 people at one time, more or less, and 
we are down now to 86. Now, the handling of a complicated financial 
reorganization takes a lot of work. 

Mr. Tuomas. And you have at least 80 or 85 percent of your job 
done, have you not? 

Mr. Youauem. Yes, sir; but we have not enough people to continue 
what was to be done and do it on the most efficient basis. Each year 
we have done what we could, but it takes just as long, as I said to the 
committee before, to peel the last potato in the barrel as it does to 
peel the first one, and, as a matter of fact, sometimes it takes a little 
longer. 

in addition to that there is the current financing of these systems 
which would be left, those systems which are with us permanently. 
Now, the figures on financing are pretty revealing. 

This group represents the natural gas systems [pointing to map], 
which will remain subject to the Commission’s jurisdiction so long as 
the statute is on the books. They represent, as you can see, the 
major pipeline and gas distributing systems in the country. They, 
too, are in an age of expansion at a great rate. 

Mr. Tuomas. How far does your jurisdiction overlap that of the 
Federal Power Commission? 

Mr. Youauem. Our jurisdiction over their financing is exclusive. 

Mr. Coox. There is a provision in the Public Utility Holding 
Company Act which provides in substance that in the event the same 
transaction would be subject by the terms of the two statutes to both 
Commissions, the jurisdiction of the SEC shall be exclusive. 

Mr. Tuomas. In the case of the operating license, they get that from 
the Federal Power Commission, and then they come to you? 

Mr. Coox. They get that out of the Federal Power Commission. 
The financing is handled by SEC. 

Mr. THomas. How many new pipelines are now in process of getting 
organized, financed, and starting to do business? 

Mr. Youatem. There are not so many new companies starting. 
I can give you one instance, the United Gas Corp., of an established 
gas and pipeline company financing program in the last few months, 
which I can assure you we had to work on a great deal, involving 
$125 million of new money. It is no secret, I might say, that they 
came to the Commission with one kind of program and carried out one 
that was entirely different. So far as I know, they were happy to do 
it upon that basis, and we too were satisfied. ; 

Mr. Tomas. Judge, you are a great public servant. We have a 
lot of admiration for you. Can I say anything more? 

Mr. Youatem. You cannot say anything more. 
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EMPLOYEES OF OTHER DIVISIONS’ OF THE COMMISSION 


Mr. Tuomas. At this point, let me make this comment. For these 
big operating subdivisions—Utilities, Finance, and Stock Exchanges— 
it is sort of difficult for the committee—and we have discussed it two 
or three times—to quite justify all these ancillary employees. I know 
some of them are bound to be important, but you have big ancillary 
divisions. I just want to enumerate them. For 1953 the personnel 
of the Division of Opinion Writing is 14; Executive Office and Office 
of the Secretary of the Commission, 31; Division of Personnel, 10; 
Division of Hearing Examiners, 6; Division of Budget and Finance, 
11; and Division of Administrative Services, 117, which totals 189. 
Then in the Office of the Chief Accountant, you have 10, making 
199; then in the General Counsel’s Office you have 28, which makes a 
total of 227. It looks to me like you certainly have a lot of ancillary 
services. 

Mr. Coox. Mr. Chairman, I think the Commission has _ been 
notable, if you will permit me to say so 

Mr. Tuomas. You may say anything in the world here, Judge, with 
perfect immunity. 

Mr. Cook. All right, sir. The Commission has been notable 
among the agencies in Washington for what I would call its low over- 
head. Let me try 

Mr. THomas. Comparisons are always misleading. 

Mr. Coox. Always; and many of them I think are odious. 

Mr. Tuomas. I can name half a dozen agencies that have been in 
here and that will be in here in the next 10 days, and they will disagree 
with you 100 percent. Therefore, we do not go into comparisons. 
If you do, you are going to put facts and figures on the record, and 
each agency will dispute that statement and say it is the most eco- 
nomical. And, you know, it is a fine spirit for an agency to take. 
They have a job to do, and if they do not have pride in it, they would 
not be worth their salt. 

Mr. Cook. We do take pride in what we have to do and also in the 
way we are doing it. We know what you want to do is merely to get 








at the facts. We would agree with you—I personally would agree’ 


with you—that every dollar that can be saved in the Federal Govern- 
ment, whether saved in the Securities and Exchange Commission or 
whether saved in the armed services, is a dollar that has to be saved. 
The national debt has reached @ tremendous figure. Your reaction 
describes it better than I could. The tax burden is higher than it has 
ever been, asy ou know better than I. Now, we are conscious of all 
those things, and we feel, along with you, that we have the obligation 
to save as much as we can. 

Mr. Tuomas. Let us talk about facts and figures. We all agree on 
the generalities. 

Mr. Cook. It might be helpful if we could have the pleasure some- 
time over at our shop of having some of your staff people actually 
come over to the Commission and spend as much time with us as they 
can. Ido not think any kind of paper record, however good it may 
be, can be any real substitute for on-the-ground knowledge and ex- 
perience. I would like to extend to any member of the committee 
or its staff an invitation to come over there and spend some time with 
us and give us an opportunity to show you what kind of organization 
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we have and what we are doing, on the ground. I think it might be 
helpful to the committee in getting a better understanding of what 
these various subdivisions of the Commission do. 

Mr. Tuomas. We are going to accept that invitation. Sometime 
when you get a few minutes off, give us a call. 


EFFICIENCY OF EMPLOYEES 






Mr. ANpDREws. Are all of your employees efficient? 
Mr. Cook. I would suppose the answer to that is ‘‘No.” Then I 
would hasten to say that we try to keep our people just as efficient as 
it is possible to keep them. 
Mr. AnprEews. Have you had any trouble getting rid of inefficient 
employees because of Civil Service rules and regulations? 
E Mr. Cook. I would think every agency has that trouble. 
q Mr. AnpreEws. I would agree with you 100 percent. I am just 
thinking that possibly your shop could do as much work with fewer 
employees if they were all efficient employees of the type you would 
select In your own business. 
Mr. Cook. I would say as we have had our reductions in foree— 
- and we have been through several of them—we, of course, try always 
' to keep the best, the most efficient, the most conscientious, the best- 
trained people on the staff. That is not always possible. There are 
other factors which enter into it, and some of them entirely proper. 
For example, Congress has accorded veterans a high preference. They 
are entitled to those high preferences. They may be entitled to 
greater preference than has been given to them. But there is no 
- necessary connection between the efficiency of the veteran and the fact 
' that he is a veteran, no more than there is necessarily any connection 
' between the efficiency of a nonveteran and the fact that he is a 
nonveteran. 
Mr. Anprews. Are you handicapped in your efforts to get rid of 
inefficient employees by Civil Service regulations? 
a Mr: Coox. Yes. I think a fair statement would be that the 
' Civil Service regulations always present a problem, and for this 
_ reason: I do not mean to say we have people who are inefficient, who 
' are not doing a fair average job for the Commission; but that is not 
_ the point. The point is to try always to keep your best people and, 
if you have to lose people, to ae those who are not so good. 
2 Mr. ANpREws. You have 927 employees in 1952 from top to bottom. 
Mr. Cook. Yes. 
- Mr. Anprews. If you could hand pick all the employees of the 
Securities and Exchange Commission and get only those who give 
good service, who give a dollar’s worth of service for the dollar paid 
them, how many could you cut off the 927, approximately? 
Mr. Coox. Oh, I would say that is just impossible to answer—a 
question like that. 
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4 Mr. Anprews. But you could reduce your force 20 or 25 percent? 
PS Mr, Coox. No, sir; by no means. And in our organization you 
' might very well find you have some people who are giving a dollar 
Po 


' and a quarter’s worth of work for a dollar, or a dollar and a half’s 
__ Worth of work for a dollar. And if you were making a hand-picked 
' Selection of your staff, those are the people you would keep, and it 





292 






may well be you would let people go who'are giving a dollar’s worth 
of service for a dollar. 

Mr. Anprews. But you could do with fewer employees? 

Mr. Cook. I would have to say as a general proposition that to 
the extent you can get rid of inefficient employees and reduce 
inefficiency, you would need fewer hands to do the job, of course. 
Mr. AnpREws. I agree with you. 








EXPANSION OF WORK IN 1953 





Mr. Yates. Are you faced with an expansion of your work next 
ear? 

y Mr. Cook. Yes. There is no question about that. 

Mr. Yates. Where will the expansion occur? 

Mr. Coox. The expansion will take place principally in three 
areas. First of all, in the Corporation Finance Division. I think 
before you came in there was some reference to the fact that there 
is a pretty close correlation between general business activity and 
the number of registration statements which are processed by the 
Commission. Those registration statements, as you know, cover not 
only new issues of securities by companies themselves but issues of 
securities which theretofore have been issued and are outstanding 
and in the hands of persons who control. They decide, for one 
reason or another, on the market, during a year of high business 
activity, to sell those securities. That is accomplished also by the 
listing of securities on stock exchanges. Companies which are sold, 
we might say, from private hands into public hands in very many 
cases have no securities listed on the stock exchange. 

Mr. Yates. How significant is that volume compared to the volume 
of work which you have? Is that a growing trend; is it greater this 
year than it has been in the past? 

Mr. Bane. Yes. You mean listings on the exchanges—new filings’ 

Mr. Yates. That is the point. 

Mr. Cook. Registration statements and listings on exchanges. 

Mr. Bane. By registration statements, you are talking about 
a statements for the sale of securities to the public? 

Mr. Yates. That is correct. 

Mr. Bane. In calendar 1949, there were 441 filed; in calendar 1950 
there were 506; in calendar 1951 there were 620 filed. 

Now, as to listings 

Mr. Yates. Does that tell the entire truth, though—the statistics 
as such? Is not there a difference in the complexity of the state- 
ments? I mean there are some that you can put through almost 
automatically. I mean you have your pro forma examinations and 
approvals, and you have some which have to be sent back and more 
closely examined. 

Mr. Bane. There are none of them you could call by any stretch of 
the imagination pro forma examinations. They all have to be thor- 
oughly analyzed. Some are easier to analyze, because they are less 
complex as to the corporate set-up; they have been having their 
financial statements audited for years, compared to one that is new 
or has not had its financial statements audited for years or has a much 
more complex corporate set-up, that may be more difficult to analyze 
than another, regardless of the amount of money involved. 
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Of course, you have some that are complex, some that are difficult 
to analyze and some that are less difficult to analyze. But over a 
period of 3 years, I think the proportion of those would average out. 
So I should say these are fair figures I gave you of 3 years. The 
proportion of complex and less complex would average out pretty well. 

I have not given you the listings. 

Mr. Yates. You have testified, however, there has been this 
increase. Would you say your present staff, because of its experience, 
could handle such an increase without additional help? 

Mr. Bane. The present staff cannot handle the work that is coming 
in ona current basis. I can give you an example of what has happened. 

Mr. Yates. What do you mean by “current basis’? Over how 
long a period of time? 


NATURE OF WORKLOAD 





Mr. Bane. We have about 52 major types of filings. About half 
of those filings have to be examined in the time limit that is either 
fixed by statute or rule of the Commission. For instance, these regis- 
tration statements must be processed in 20 days by statute, or the 
statement becomes effective if we have not taken action. We try to 
process them in less time than that in order to give the registrant an 
opportunity to correct the statement if there are defects in it, and he 
can still get that corrected and effective within 20 days. 

: We had, for instance, pending on July 1, 1950—and I am talking 

- now of what we call—we had a survey some years ago; I hope you 

won’t ask me who it was made by; I knew then, but I do not know 

now—what we call an average weighted survey. We worked out a 

unit on an average unit basis for each particular type of filing, so that 

you could say, on a time-limit basis, on July 1, 1950, we had 211,345 

units pending. On July 1, 1951, we had 279,125. 

On a no-time-limit basis—that is, work that has no time limit—we 
had 2,778,815 on July 1, 1950. On July 1, 1951, we had 2,812,720 
such units. During the 5-month period, July 1 to November 30, 
1950, there were filed of time-limit work 834,940. During the same 
period for 1951 there were filed 1,077,820. 

There were filed during that same period no-time-limit work 
632,610 such units in 1950 and, in 1951, 695,745 such units. 

There were cleared during that 5-month period of 1950 of time- 
limit work 820,060. In the same period of 1951 there were cleared 
1,064,790 such units. Of no-time-limit work there were cleared in 
_ the same period of 1950, 1,082,665 such units and for the same period 
- in 1951, 846,235 such units. The time-limit work must get out but 
the work as a whole is piling up. 

Mr. Tuomas. What is the nature of those no-time-limit reports— 
mostly financial statements? 

Mr. Bang. Financial statements plus other data. 

Mr. Tuomas. How often are they issued—monthly, quarterly, or 
annually? 

Mr. Coox. Annually, quarterly, and some periodically, depending 
upon what events transpire that require reporting. 

SD aes Of course, you do not have to keep up with that 
material. 
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Mr. Bane. On the time-limit work, wé'do. We have to get it out, 
and on the other we should in the public interest. 

Mr. THomas. I am talking about the bulk of it. In other words, 
you get a carload of material in, and it is only because of your own 
rules and regulations that there is a time limit. 

Mr. Bane. No, mostly by statute. 

Mr. Yates. What is an example of no-time-limit work? 

Mr. Coox. Let me give you an example of each. Under the 
Securities and Exchange Act of 1934, a company listing its securities 
on any national securities exchange, such as the New York Stock 
Exchange or the New York Curb Exchange or any other, files with 
the Commission a registration application. That application contains 
basic data regarding the corporation and contains a set of financial 
statements. That is a document which the Commission examines to 
make sure that there is a full and fair disclosure so that persons who 
own securities or want to buy securities on an exchange can go into 
those documents and find what the facts are with regard to that 
company. 

Now, there are many financial services of various kinds, Standard «& 
Poor, Moody’s—all kinds of services—and they get from the Commis- 
sion thousands and thousands of pages of this material from which 
they make up their financial manual. And from those manuals banks, 
brokerage houses, and investors all over the country get complete 
and accurate information about these companies now. 

Mr. Yates. May I interrupt there? Do Moody’s, Poor’s, and the 
others pay anything for that service? 

Mr. Coox. Yes. They pay us 10 cents a page for the first 100 pages 
and 7 cents per page for each additional page. 

Now, a company may issue securities only once in its corporate 
history; so, unless there is some way of keeping the information up, it 
would mean those investors would not have adequate information 
thereafter. In other words, there has to be an annual report filed 
which will disclose significant events which have happened to that 
corporation during that year and which will contain an up-to-date 
financial statement, a balance-and-loss sheet, and supporting sched- 
ules, so that individuals who are currently making investments, buy- 
ing securities, will have some place to go to get that information now. 

I have examined many of those statements; I have examined hun- 
dreds of those statements, and I can tell you as a result of the examina- 
tion by the Commission that many of those statements, thousands of 
those statements, have been amended in very material respects. And 
if they had not been amended, if they had not been examined, those 
statements would have been deficient in many material respeets, and 
the prospective investors would not have had the information, would 
not have had the disclosure, would not have had the documents and 
— statements which Congress says under the law they are en- 
titled to. 

You see, there is no time limit on when we shall examine those 
reports 

Mr. Yates. Was that the one thousand and seven hundred-odd 
figure I saw in the justifications of the number you had examined? 

Mr. Coox. It must be more than 1,700. How many companies are 
listed on national securities exchanges? 
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Mr. Bane. There are about 2,188 listed on national securities 
exchanges. 

Mr. Vises. And you are required to examine these statements 
under the law? 

Mr. Bane. Yes, sir. The annual report filed for the fiscal year 
1950 shows 2,648. That includes companies that not only filed annual 
reports because their securities were listed on exchanges but companies 
that filed annual reports that do not have their securities listed on 
exchanges but have a certain volume of outstanding securities—over 
$2 million. That is under section 15 (d) of the Exchange Act. 

Mr. Yates. Are you required to approve their annual reports? 

Mr. Cook. No, sir; we approve nothing. 

Mr. Yates. Can you disapprove them if they are not correct? 

Mr. Bane. We do not disapprove them. It is a question of seeing 
as far as we can that the reports are adequate and accurate. 

Mr. Loss. We do have a statutory obligation to throw the security 
off the exchange if it files a materially false report. Of course, we 
could not satisfy that obligation unless we promptly examined the 
reports. In addition, Congress has provided investors who want to 
go back of certain reports very significant safeguards, and there is no 
way they can find out whether or not they are false except through our 
examination. And while there is no time limit, Congress certainly 
contemplated we would promptly examine the reports. 

Mr. Coox. There are many other types of reports which we could 
describe to you which fall within this category of material which must 
be examined. 

Mr. Yates. I used to be with the Illinois Commerce Commission, 
and we had reports there from the utilities that were comparable to 
that. 

Mr. Bane. I did not give you the figures on the applications for 
listings increase, but I will say they have increased last year over the 
two preceding years. 

Mr. Yares. Applications for listings are time reports? 

Mr. Bane. Yes. ‘They are applications for listings on the exchange 
similar to the registration statements. 

Mr. Loss. They are time reports. 

Mr. Yates. That is, you have to dispose of them as time reports? 

Mr. Loss. That is right. 

Mr. Coox. The important thing, I may add, is that as the number 
of securities listed on exchanges increases, it means that each year you 
have an increased number of annual reports to examine, because the 
accumulated total of listings is larger. 


VIOLATIONS OF SEC REGULATIONS 


Mr. Yates. How many violations of the regulations were there last 
year that you actually policed? / 

Mr. Coox. We have to take that statute by statute and section by 
section. Which statute do you have in mind? 

Mr. Yates. The total number of statutes you are required to super- 
vise. Do you have the sum total of them? 

Mr. Bane. I do not think I understand the question. 

Mr. Yarers. Is this an indication of the total volume of that kind 
of cases? 
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Mr. Bane. No. I do not think the answer to that would answer 
what is in the Congressman’s mind. By “violations,” you mean 
violations as to which we instituted some proceeding? 

Mr. Tuomas. Let us pin-point it. You had 730 new listings of 
corporate stocks and securities in 1951. Mr. Yates is asking how 
many of them did you actually disapprove. As a matter of fact, do 
you have any authority to disapprove? 

Mr. Bane. No, sir. 

Mr. THomas. How many suits were brought by people who alleged 
they were defrauded by those 730 new listings? 

Mr. Bane. So far as I know, none. 

Mr. Yates. Are complaints filed with your Commission in those 
cases? 

Mr. Bane. Sometimes our examination indicates something is 
wrong. What we do is examine the applications, annual reports, 
and so forth to see whether they comply with the requirements and 
to see whether in complying they furnish adequate and accurate 
information. We do not then have any proceeding. We write what 
we call a letter of deficiency and point out what appears to us to be 
wrong and give them an opportunity to make corrections, and they 
generally make corrections. 


FRAUD INVESTIGATIONS 


Mr. Yates. How many cases of fraud did the Commission handle 
last year? 

Mr. Lunp. We started 725 new fraud investigations last year. 
We had a backlog of some 300 or 400 from previous years. 

I would like to add, if I may, that our chief aim is to detect and 
prevent fraud before it gets started, and by being alert and being 
on the ground we are often able to step in before it gets started. So 
in starting 725 new investigations, we hoped we would not have 
many real fraud cases. 

Mr. Yates. What is the aim of the case started as a fraud case; 
is it to disqualify the company from trading? 

Mr. Lunp. I think we have a misunderstanding. These are fraud 
investigations, not cases. 

Mr. Yates. Those are investigations rather than cases filed? 

Mr. Bane. That is correct, and which result normally in relatively 
few cases actually where we go into court. 

Mr. Coox. You may have securities sold without being registered, 
in violation of the registration provisions of section 5, and they may 
be sold on the basis of either the omission to state material facts or 
on the basis of material misrepresentations. In that kind of situation 
you could have a fraud case or an investigation to determine whether 
anyone had been defrauded. 

Additionally, you may have an attempted manipulation on the 
stock exchange itself. For example, a few people may pet together 
and decide they are going to put up the stock of a particular company 


and may engage in the old technique that all of us are familiar with 
and put it up. Now, our people are constantly on the watch for that 
type of operation for the purpose of detecting unusual activity or 
any unusual fluctuations in a particular security for the purpose of 
determining whether there is some market juggling afoot. If there 
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is that. kind of manipulation attempted, it could also give rise to an 
investigation which might result in fraud charges. 


BROKER-DEALER INSPECTIONS 


Additionally, we have jurisdiction over brokers and dealers, and 
you get another type of situation there. Brokers and dealers have 
custody of large amounts of cash and securities of customers. 

Mr. Yates. As I remember Chairman McDonald’s testimony last 
year, are not those policed pretty much by the private concerns? 

Mr. Coox. No. I would say this, that the private organization, 
the NASD, (National Association of Secur‘ties Pisalere). and indeed 
the New York Stock Exchange, also, polices their own members. 
Each does a substantial amount of policing work. But Congress has 
designated the SEC to do the policing for the public, and there is a 
great deal of difference between attempting self-regulation on the part 
of an association and the kind of regulation which Congress might 
determine as appropriate in the public interest. We make broker- 
dealer inspections and, as indicated in my opening statement, in many 
of those inspections it was found customers had been overcharged for 
ee In some cases it was found that secret profits had been 
taken. 

Mr. Yates. Are these not. unusual instances, or is this a regular 
occurrence? 

Mr. Coox. Oh, they do not occur in great number, but they occur 
with regularity. ’ 

Mr. , pas The investigation job still has to be done. 

Mr. Cook. Yes. 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. Yates. As I remember the recommendations of the Hoover 
Commission, there were certain points they made with respect to 
regulatory agencies. Have their recommendations been adopted by 
the Securities and Exchange Commission? As I remember, they did 
not take them agency by agency, but they picked all of the regulatory 
agencies and made certain suggestions. 

Mr. Coox. I do not want to be too categorical, but my impression 
was that Reorganization Plan No. 10, which was sent up to Congress 
by the President a little less than 2 years ago, had as one of its principal 
purposes compliance with the recommendations that had been made. 
That plan was not disapproved by Congress. Accordingly, it has 
become effective and we have been operating under it for about the 
last 18 months. 

INVESTMENT COMPANIES 


Mr. Puiturrs. How many investment companies are there now? 

Mr. Cook. You have reference to investment trusts? 

Mr. Pups. Yes. 

Mr. Bane. There are 368 registered investment companies. 

Mr. Puiiutrs. Has there been an increase of them in the last 
several years? 

Mr. Cook. Very substantial. There are two types of investment 
companies. One is the closed-end company. That is a company 
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which has securities outstanding, and they are not redeemable. The 
other type is the open-end company, which has redeemable securities, 
The holder of a security in an open-end company can turn it in to the 
company and get his pro rata part of the assets at any time. There 
are certain exceptions to that; but, generally speaking, that is a fair 
characterization. 

During the last few years there has been a remarkable increase in 
the growth of those funds, and today the assets of open-end mutuals 
run well over $3 billion. They had their development only in a very 
small way in the early 1930’s, and it was not, I would say, until the 
1940’s that the securities of the companies commenced to be sold in 
any substantial volume. But in the last few years the growth has been 
enormous. 

AUTOMOBILES 


Mr. Puitirps. How many automobiles does your agency have? 

Mr. Coox. We have one—a 1946 Ford. I think it probably costs 
the Government more to maintain it than it would to replace it. 

Mr. Puiiures. Did all seven of you come down in that Ford this 
morning? 

Mr. Coox. As a matter of fact, some of us came in that car, and the 
rest came in mine, which I use, as other Commissioners use their own 
cars, in connection with transacting public business. And that is 
entirely agreeable to me for my own part. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Yates. In connection with the work you do for other agencies, 
do you receive any compensation for that from the other agencies? 


Mr. Coox. The answer, generally speaking, is ‘“‘Yes’’. 

Mr. Yares. How much did you receive last year from other agen- 
cies? 

Mr. Riorpan. Last year we received, as reimbursement from other 
agencies, $12,000. So far this year we have received $10,960. 

Mr. Yates. From what agencies? 

Mr. Rriorpan. The Economic Stabilization Agency, the Veterans’ 
Administration, where we loaned them two trial examiners 

Mr. Yates. You say you “loaned them two trial examiners’? 

Mr. Riorpan. Hearing examiners. 

Mr. Yares. For holding hearings? 

Mr. Loss. The Administrative Procedure Act more or less con- 
templated that trial examiners would be to some extent interchange- 
able. They are simply required to listen to the evidence and find 
the facts. So that they are somewhat general examiners. 

Mr. Yates. You say you received compensation from the Office of 
Economic Stabilization and the Veterans’ Administration? 

Mr. Riorpan. And a few other agencies. We have received 
reimbursements from the House of Representatives Appropriations 
Committee. 

Mr. Yates. You mean apart from your ordinary appropriations? 

Mr. Riorpan. Yes, sir. One of our accountants did some cost 
studies for the Committee on Appropriations of. the House of Repre- 
sentatives. We also received reimbursements from the Defense 
Production Administration. In effect, some of our employees were 





299 


transferred to that agency and during the time of processing the 
papers we loaned these employees on a reimbursable basis. Some 
were there for 30 days before the papers were processed. 

Mr. Yates. Did they go physically to the other agency? 

Mr. Riorpan. Yes. The same is true of reimbursements from the 
Economic Stabilization Agency. The Federal Reserve Board bor- 
rowed a hearing examiner from us. The United States Senate Sub- 
committee on Elections borrowed one of our employees on a reim- 
bursable basis. 

Mr. Yates. And the sum total you received from all of the agencies 
and the House of Representatives Appropriations Committee was 
approximately $12,000. 

Mr. Riorpan. That was last year. The reimbursements I am 
speaking about this year happened since July 1, for which we have 
received $10,000. 

Mr. Tuomas. Thank you very much, gentlemen. It is always nice 
to see all of you. 

Mr. Coox. Thank you very much for hearing us so fully. We 
always like to come before your committee. 
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Mr. Tuomas. Will the committee please come to order? 

We have the pleasure of having the gentlemen from the Selective 
Service System, our distinguished friends, General Hershey, Director; 
jeneral Renfrow, Deputy Director; Colonel Caldwell, Chief, Finance 
and Procurement Division; Lieutenant Colonel Franck, legislative 
and liaison officer; and Major Mallender, budget officer. 

General, it is nice to see you and your very able and pleasing 
staff. We wish all of you a Happy New Year. General, if you have a 
statement for us, we will be glad to hear from you. 


GENERAL STATEMENT 


General Hersuey. I have no written statement, but, with the 
permission of the committee, I would like to say a few things about the 
situation in general as it applies to our business, because what our job 
is has a great deal to do with what we have to operate it. 


SUPPLEMENTAL ESTIMATE 


We find ourselves at the present time in a very precarious position 
for the rest of this year, which has really nothing to do with the 
budget we are talking about except in the sense I think we are beset 
for the year ahead of us with some problems we are messed in now. 
I will be over later with a deficiency, because with the money I have 
at the present time I will practically go out of business in the last 
quarter. 

Mr. Tuomas. Why the deficiency? 

General Hersuery. The primary reason is we did not get enough 
money last year. 

Mr. Tuomas. Other than your pay increase now, what causes it? 
On what was your estimate based last year for the number of in- 
ductees? 

General Hersury. Three hundred thousand. That gets into one 
of the things that try our souls. Last year the budgeting was done 
on the basis of the fact we were going to induct 300,000, because our 
friends across the river anticipated they would enlist the rest. That 
is a very healthy anticipation, because you can predicate your enlist- 
ment budget on any sort of number and, if you do not get it, we can 
furnish the balance. 
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Mr. Tuomas. What is going to be the approximate number you 
take in the selective service? 

General Hersney. This year or the year ahead of us? 

Mr. Tuomas. No; this year. Your deficiency is based upon that. 

General Hersury. We are going to take in about 600,000 through 
the system. 

Mr. Tuomas. The figure for 1953 is based on 650,000, and the budget 
for 1952 was based on 300,000 or 350,000? 

General Hrersuey. That is right, and we are going to induct about 
twice as many. 

Mr. Tuomas. So the deficiency will be based on the over plus to the 
amount of about 300,000? 

General Hersuty. Probably. And, of course, because of the fact 
the services have recruited 400,000, 500,000, or 600,000, so far as our 
budget goes, at least half of the expense of recruiting we should have 
credit for, because a reason for enlisting now hardly exists except the 
danger of induction, and I have to process every man enlisted up to 
the point where he is certain I am going to get him, then he enlists, 
and it costs me just about as much money, because I have to send them 
for induction examination. That is one of our problems. We are 
caught first between the squeeze of oversupply—I do not want to 
belabor you with it—and out of 12,500,000 or 12,600,000 people, we 
are only permitted to go to work in an area of a little over 1,000,000. 


SMALL MANPOWER POOL FOR SUPPLYING ARMED FORCES 


On the other side, we have no contro! over those accepted. There- 
fore, the fact we have to work in a very limited field is a liability, and 
after all of the subtractions we are then up against supplying the 


Armed Forces. And we are faced now with around 1,200,000 or 
1,300,000 that have been examined and rejected even in the short time 
we have operated since 1948. 

The numbers of people available are very small. Every man who 
is ordered for induction makes an effort to avoid induction, which 
means writing, telephoning, and contacting everybody who possibly 
can contact us, and to try to operate the national headquarters with 
around 300-plus people and the State headquarters at the low ebb at 
which they are and trying to make reports on practically every man 
we are inducting when you are trying to operate with 90 percent of 
unpaid people, we are in a rather tenuous position, and we face the 
prospect, if it keeps up this way, of whether we can hope to keep our 
unpaid people. 

There is no other agency of the Government I know of that pretends 
to have decisions made by people who are paid nothing. 


LOCAL BOARD CLERKS 


One question we get into is that of local board clerks. We have 
terrible competition for them from industry and government. For 
instance, in- the State of Delaware, my State director draws less pay 
than an ordinary attorney in some other agency of the Government 
that has been established since we went in business. 

Those are things I am confronted with, and with the supply, which is 
very restricted, and with acceptance at a very high point at the present 
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time—the standards are very high—and operating with 90 percent 
unpaid people, I am caught in a squeeze. I refuse to be pessimistic, 
but by any logic or any objective looking at it, why the men stay and 
take the tough criticism that comes with choosing one man and leaving 
another, I do not know. 

The student problem has been with us; the doctor problem is with 
us; the problem of the veterinarians, chemists, and physicists is with 
us; and the farmers are going to be up here in Congress with intensi- 
fied efforts immediately. This thing of trying to raise an armed 
force and maintain it at a time when there is at least discussion and 
difference of opinion as to exactly what it is being used for, falls back 
on us and our local boards—men who are unpaid. And what we pay 
the local board clerk is a factor as to whether or not a man will work 
for nothing today if he cannot get a satisfactory clerk. 

Mr. Tuomas. Let me interrupt you there. We. all get a little 
pessimistic and blue at times, but are your 40,000 people, namely, the 
people making up your local boards and advisory committees, com- 
plaining about the lack of pay? That is the first time I have heard 
that suggested. 

General Hersuey. I am talking about our local board clerks. I 
have a list here of what we are paying them. 

Mr. Tuomas. I am talking about the boards themselves. 

General Hersuey. They get no pay; therefore, there is no question 
there. The thing they kick about is not the fact they do not get paid; 
the thing they kick about is, first of all, that they see other govern- 
mental agencies paying larger salaries, and we have been very close 
on what we pay them, 

Mr. Tuomas. You are talking about the pay of the clerks? 

General Hersury. That is mght. Then the next thing they kick 
about 

Mr. Tuomas. Let us not jump so fast. What I asked about was 
payment to the local board members and advisory committees. 

General Hersuey. They are not paid. 

Mr. Tuomas. We understand they are not paid. 

General Hersuey. Not only that—it is not pay they want, but——— 

Mr. Tuomas. That answers my question. 

General Hersury. Yes. There is no question about paying them. 


PAYMENT TO LOCAL BOARD CLERKS 


Mr. Toomas. The next question is payment to the clerks. Is that 
the bone of contention? 

General Hersuey. The bone of contention is not only the amount 
we pay them but the numbers we hold them to. 

Mr. Tuomas. This committee has suggested to you in the past 
that the pay was out of line; that the average civil-service employee 
in the community where this board is sitting is drawing, the chances 
are, equivalent pay, or if he or she is not under the Classification Act, 
it is pay comparable to what we pay under the Classification Act. 
And you told the committee not once but twice that the pay was 
arranged to suit the pay scale of the average community you were 
working in. In other words, that pay is a figure you have set. 

General Hersey. That is right. 

Mr. Tuomas. Now, if there is any blame—— 
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General Hersney. I am perfectly willing to assume all blame. 
The question is this—whether you have one clerk of the board js 
one of the factors, and this committee has been very generous on 
the question of local board clerks. 

Mr. Tuomas. Very generous. You are making an understatement 
there. We have never cut your estimate one red cent for the local 
draft boards. 


NATIONAL AND STATE HEADQUARTERS PROBLEMS 


General Hersuey. Yes. But the place where we do not apparently 
see eye to eye is in the national headquarters and the State head. 
quarters. The. national headquarters of Selective Service is super- 
vising 40,000 people. I defy this committee or any other to find any 
agency of the Federal Government in the city of Washington now 
that operates with anywhere near such a few people. And in my 
State headquarters, one thing about it is if we cut out our deferments, 
if you want to go to that, and would cut out the hundreds of letters 
I have from Congress every day asking me to investigate an individual 
registrant, which means I have to use the time of a clerk, paper, and 
everything, and then somebody has to run it down in the office in his 
town, that is why I have to have National and State headquarters. 
If it were not for the fact you have deferments, if you had no defer- 
ments, our problem would be very simple. 

Last night at midnight a Member of Congress was trying to stop 
the induction of a man. And the 5 o’clock mail, the 5 o’clock tele- 
phone call, is the kind of thing we get—the pressure to stop some- 
body’s induction the next day. Those are the things that take men 
in the State headquarters; those are the things that take men at 
national headquarters. And at the present time, with little more than 
300 people—you can get dozens of agencies that very few people 
ever heard of that have 10 times as many people in Washington as 
Selective Service, and we are in the forefront of the fight all the 
time. We are charged with the blame for Korea. We have to fight 
off every mother, every father, and every school teacher and every 
industrialist and every farmer. When we induct a man, the whole 
problem of the United States has to be threshed over, and it gets in 
our laps, and we have no control over the thing. That is why we 
have to have people in the national headquarters and some State 
headquarters. I again reiterate the fact that the numbers we have 
out here are very small, when you look at any other agency that is 
engaged in handling iron, steel, aluminum, or some other thing that 
is inert and has no way to fight for itself; yet we handle people with 
a little staff of 300 people, trying to operate here now. 


MONTHLY QUOTAS FOR ARMED FORCES 


And not only that, but the calls: Do I know what they are going 
to call in April? No. Do I know what they are going to call in 
March? Not until 2 days ago. I thought it would be around 
60,000 or 70,000. 

Mr. AnpDREws. Whose fault is that, General? 

General Hersuey. It may be just slowness as far as we know. It 
is evidence of the uncertainty of the situation now—where we are 
going and how we are going to get there. 
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Mr. ANpREws. Who issues’ the call to your office? 

General Hersury. The Department of Defense. 

Mr. ANpREws. Why are they so late? 

General Herspey. They can answer that. What they tell me is 
that they did not know until that day. And, of course, the call is 
made after they know. Most of the calls are made and within 20 
days I have a request to change them. They changed the February 
call on me just the other day. 

Mr. Tuomas. Does that come out of the Secretary’s office—Mrs. 
Rosenberg’s office? 

General Hersurey. Mrs. Rosenberg’s office. And I think one of 
their problems has been they did not know what the President was 
going to ask in the way of money. 


DEFERMENT PROBLEMS 


I am not criticizing now; I am just coming over here and pouring 
out my soul. I have taken quite a buffeting. And not only that, but 
if | am going to appoint local board members and if I get a World 
War II veteran on the board, it costs me money, because he is a fellow 
who says, “I went in the service, and I am not going to defer anybody.’’ 
And then I have to begin to send somebody out to that board to say, 
“Now, it seems very evident that you did not defer farmers. There 
ought to be a farmer here in your county.’”’ He says, ““No. I won’t 
defer anybody.”’ It is easy not to defer anybody or to defer every- 
body. ‘The thing that is tough is to take some and leave others, and 
it costs us money and time always preaching to that fellow. He says, 
“You come down here and live with these people. If I defer one 
farmer, I have to defer 50.” 

Mr. Tuomas. Was not the philosophy of the act to leave the 
absolute say-so on who is going to be deferred to that local community 
and the local board that lives there and who is supposed to know nine 
times more about it than you do? 

General Hersuey. Surely, subject to appeal. 

Mr. Tuomas. Why do you interfere with them? 

General Hersney. I will go along with you; I will be nice to this 
board if you pass a law, if this Congress over here 

Mr. Tuomas. As far as I individually am concerned, I have never 
asked a draft board not to draft a single human being in World War II 
or in this one. And the other part of that statement is I am not 
going to. I may have called the attention of the appeal board once 
or twice to look into the case of a man, but I made no suggestions 
to them of what to do. 

General Hersury. Mr. Chairman, you are-unusual. 

Mr. Tuomas. No;I am not. 

General Hersuey. I have always felt that. And this is not proof; 
it is merely additive. I have already agreed to it before in other 
evidence, 

Mr. Tuomas. What, Members of Congress attempt to interfere 
with the working of the local draft boards? 

General Hersuey. I do not want to say they interfere. 

Mr. Tuomas. It is interference. You say they call you at 5 
o'clock and do not want a man drafted. 
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NEED FOR A FAIR AND JUST SYSTEM FOR INDUCTION 


General Hersney. It is a matter that bedevils an advocate of that 
method. Here is some fellow out there who has been told by 
Congress that there are people who are necessary to our economy. 
I personally thought there was a mistake made in 1948 when we said 
it is vital that the Armed Forces be increased—that is fine—that there 
should be a fair and just system of induction.of people—that is fine— 
that every man should serve unless his going interferes with the 
economy. I thought at the time it was put in it was bad, and | 
have thought so hundreds of times since, because that raises a question 
of whether or not maintaining the national economy does not at times 
overshadow the use of men for the Armed Forces. But all right. 
What is the next thing that was done? I am not blaming Congress: 
I am merely telling you what we are up against. Then the doctors 
came here. They are very important. You cannot get along with- 
out doctors. No one said, “‘We will defer doctors,’ but the Selective 
Service was notified (a) we have to have doctors and (6) enough 
medical students and (ce) enough premedical students. Then the 
dentists got in; the osteopaths got in; the chemists got in; the physi- 
cists got in; scientific people got in; and the colleges then came in. 

I am to blame some for the college program a year ago, but, if | 
had not recommended it, I would have faced the prospect of legislation 
being passed that said any man in a course at any time doing satis- 
factory work would be deferred. That would mean I could only get 
the small fellow and the one under some average, and there is not a 
time when he is not in school doing satisfactory work. So I had to 
figure out some way. There again if we had no college problem, 
it would be easier, but you can see the hundreds of hours that we 
used up in trying to figure out what is the upper half of a class in 
dozens and hundreds of colleges in this country and running tests 
to find out who are the real people who should be deferred and trying 
to placate the little school and trying to placate the big school and 
trying to placate M. 1. T. which thinks everybody im their school 
should be deferred. They say, “All of our people are superior.” 
We have to say, “There is a proportion.’”’ But all of those responsi- 
bilities are reflected in our National and State headquarters; all of 
those things are things that require letters and advice and action. 


PROPOSED APPRENTICE POGRAM 


Now apprentices are on the march. The next thing we are going 
to have is an apprentice program, and we are going to have to try 
in the States to have gpprentice councils set up an approved ap- 
prentice program and try to solve that. They say, ‘The educators 
got it, and you ought to give it to us.’”’ And just as sure as this is 
done, there is not going to be one but dozens who say I should defer 
every man, and there are just some we are going to have to have. 

I know where this is all coming from. It arises because of the un- 
rest. It is not anybody’s fault; it is just because in these times there 
is uncertainty. If there was always certainty, it would not be so bad 
if everybody had to go. But there is always the uncertainty. Is 1t 
better for a boy to go to Korea, or better to go and try to learn a job 
as a doctor? I do not know whether I want my seven grandchildren 
all made doctors, because they did not go to Korea. 
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ENLISTMENT AND INDUCTION PROBLEMS 


And if a boy gets from under me, he gets into the Navy and Air 
Force. Why? You know-why as well as I do. That is why they 
call me at 5 o’clock and say, “Cannot you relieve this boy from in- 
duction, because he can enlist. His father was in the Navy” or “his 
grandfather was in the Navy with John Paul Jones, and he wants to 
goin the Navy.” It is a natural thing. I am not criticizing, but we 
in the national and State headquarters and these local boards are the 
places where all this happens. I have to say, ‘‘Go to the local board. 
They are the men who issue the order for induction. I cannot do 
anything about it.’’ Otherwise, it would all be under me, and I have 
to throw that back. 

You dare not say that after the order of induction is given nobody 
can do anything about it, because mistakes are made, and that is why 
the boards are there. The easiest thing to say is, ‘‘We won’t interfere. 
Let him go.”’ It would be the simplest thing in the world if we said, 
“This is it.”” On the other hand, is it fair to have to load that on the 
local board that lives in the community with it and put the thing on 
their souls that they make the decision between this fellow that is 
producing 10 bushels of wheat and the other fellow that is producing 
20 rae of wheat and say there is a difference between that man’s 
product and the other man’s product? Yet one goes to Korea and the 
other stays here. You have to draw the line somewhere. 

Maybe I had better keep quiet and let you question me. 

Mr. THomas. No. What is the answer? We want you to keep 
on talking. What is the answer to it—that the legislative committee 
has fouled up the problem? 


General Hersney. Oh, no. Just give us a little more money to 
operate. 


HIGH REJECTION OF REGISTRANTS 


We have a committee over on the other side of the people who are 
in policy struggling with. this UMT now. We do not know what is 
going to come out of that. Then you will have to struggle more in 
the future, because mathematically you cannot maintain 3,600,000 
people with an entrance group of 1,000,000 a year if you are going to 
reject about 400,000 of them, because it just won’t work out. But 
that is something we won’t have to face this next year. 

Mr. Toomas. Why do they have that high a rejection? 

General Hersury. The examination for aptitude. It is the belief 
in the philosophy of abundance in this country—the same reason we 
think we have all of the iron ore we will ever need, all of the good soil, 
even though it comes down the rivers and clouds them and is washed 
away, and the things that for a million years have been saved to save 
our country. It is the same philosophy that comes now that we had 
about lumber. 

_ Mr. Tuomas. I was looking over the induction figures and your 
illuminating tables last night. It looked to me like 25 to 30 percent 
were turned down for physical defects. 

General Hersuey. Physical and mental. I have been battling the 
Defense Department for a year and a half 

Mr. Tuomas. Is that the big problem—physical and mental defects? 
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General Hursuey. Mental defects to:me are the main squabble | 
am up against. 

Mr. THomas. Out of a million men coming in of draft age, what js 
the exact figure? 

General Hersnry. About 1 million. Fortunately, one of the 
bright things is the fact that it will get a little better. 

Mr. THomas. What is the biggest classification in the category of 
those who are rejected following induction? 

General Hersuey. Mental. That is, they do not pass this test. 

Mr. Tomas. They are not college students? 

General Hersuey. Well, we have had men with master’s degrees 
who have not passed this very simple test. They did not want to. 

Mr. THomas. I mean they are not college students, not farmers, not 
apprentices, nor any other group. 


NUMBER OF REGISTRANTS 


Gereral Hersuey. It is all of them. I mean each one subtracts. 
If I may burden you, you have 12,600,000 people, in rough numbers, 
who are meiateel. Those men are not all liable, because they started 
registering in 1948. Out of the 12,600,000 registered, approximately 
4,000,000 are not liable—3,500,000. because they are over age and 
500,000 because they are under age. The ones under age will become 
liable; the ones over age will not unless there is congressional action. 
That leaves 8,600,000. There are 2,000,000 people now registered 
who have already been inducted or have enlisted or have been called 
to active duty in the Armed Forces. That brings you back to 6,600,- 
000. There are 2,000,000, roughly, who are over the age of 26 who are 
exempt by law. That brings you back to about 4,600,000. We have 


about 400,000 deferred by law—ministers, conscientious objectors, 
ROTC students, a few aliens, the National Guard, and the Organized 
Reserve group. 


SELECTEE TRAVEL 


Mr. THomas. At this point we will insert the table on page 73 of the 
justifications. 
(The matter above referred to is as follows:) 
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Schedule showing numbers forwarded for physical examinations and induction, cost 
of travel, and average cost per 1-way trip 
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1 Travel costs are incurred at the local board level by the issuance of Government transportation requests 
and meal and lodging requests. Copies of the transportation requests are forwarded by the local boards to 
the State headquarters and from there to national headquarters where they are obligated. This procedure 
results in an average delay of approximately 15 days in the recording of the obligations. 


NUMBER OF REGISTRANTS REJECTED 


Mr. Tuomas. Let us just stick to some facts and figures here, and 
see what the trouble is. 

In January of 1951 the number of registrants forwarded for exami- 
nation was 163,151 and of that number 47,153 were rejected. In 
other words, 28.9 percent were rejected. 

For the month of February 1951, 27.7 percent were rejected; in 
March 1951, 33.6 percent were rejected; April, 38 percent were 
rejected; in May, 39.4 percent were rejected; and in June 40.8 were 
rejected. And going on down through July, you had 49.9 percent 
rejected; August, 44.1 percent; September, 47.4 percent; October, 
44.6 percent; and the last month you have shown here, November, 
the number of registrants forwarded for examination was 98,985 and 
45,044 or 45.5 percent were rejected. 

Now, who are being rejected and what are they rejected for? 

Mr. Anprews. In other words, you have an over-all of about 50 
pe or 152,520 rejected during the period July through November 

951. 


REASONS FOR REJECTION OF REGISTRANTS 


_ Mr. Tomas. Who has rejected them, and for what reasons? It 
is running on an average of more than 45 percent total registrants 
rejected. Who is rejecting them and for what reason? 

General Hersuey. Congress—I do not say unwisely—gave the 
Armed Forces the right to decide who shall be acceptable. The law 
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says a man shall be inducted providing he is acceptable to the Armed 
Forces. Therefore, the entire responsibility under both the 1940 and 
1948 laws lies directly and completely in the Department of Defense. 

Now, as to what they have been rejected for, this is October 195). 
the last figures that are available 

Mr. Tuomas. In that month the number of registrants forwarded 
for examination was 88,034. Thirty-nine thousand three hundred and 
six were rejected or 44.6 percent. 

General Hrersney. That is right. 

Mr. Tuomas. They were rejected by the Armed Forces? 

General HersHey. That is right. 

Mr. Tuomas. For what reason did the Armed Forces reject them? 

General Hersnty. They rejected 17,269 for failing the mental test, 

Mr. Tuomas. Is that about. the average rejection? 

General Hersuey. Yes; that is just about it. 

Mr. THomss. 17,269? 

General HersHey. It runs almost 50 percent of the rejections. [ 
mean by that that 25 percent of the total fail in the mental test and 
pass in all the other things. 


REQUIRED MENTAL QUALIFIC4 TIONS 


Mr. Tuomas. What are the mental qualifications they require” 

General HersHey. Congress originally provided that they could 
take people up to what used to be known as 70, which later became 
known as 13. In other words, under the old Army general qualifica- 
tion test of World War II, a grade of 70 was the same as 13 of the 
Armed Forces qualification test. Since then, under the AFQT, 
Congress last summer said no man should be rejected if he made 10 in 
the Armed Forces qualification test. 


REASONS FOR FAILURE TO PASS MENTAL TESTS 


Mr. THomas. Let us get it down in plain language. Are they re- 
jected for illiteracy or what? 

General Hersuery. Allegedly, they were unable to take a sheet of 
paper and give the proper answers on that. 

Mr. Tuomas. There is a lot of difference now in being able to 
answer some trick questions and being able to read and write. That 
is what we mean by “‘illiteracy.”” You do not mean to say that 50 
percent of those fellows who come now to the age of 18 are turned 
down because they cannot read and write? 

General Hersuzy. No; but they cannot read and write enough. 
And, if they do, their reasoning or something else is not what the 
Armed Forees want when they go to integrate them. It is highly 
controversial, and you are hearing from a person who does not believe 
in anything that is being done. Therefore, I want you to know I am 
prejudiced. I want you to know I have lived through this thing for 
a year and a half, and I lived through it in World War II when we 
had 5,000,000 rejected, and I know it was a definite loss and is actually 
something you cannot help, because, as soon as you try to do some- 
thing about it, you find by putting them imto the Armed Forces you 
might lose a fight because 
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Mr. Anprews. Did I understand you to say that some college 
students failed to pass the mental test? 

General Hersnry. We have two kinds of college students who fail 
to pass the test—first, those who do not know enough and, second, 
those who know too much. 

Mr. Tomas. What man born and raised or who has lived in this 
country and has reached the age of 18 years cannot read and write? 
There are precious few who cannot read and write. The last time I 
saw that figure, of course, it was considerably higher even than Japan 
and considerably higher than Germany, England, and France; but 
as well as | remember, it was 0.11 and in Japan it was 0.02. In other 
words, for all practical purposes, the rate was about 800 times as 
high in the United States as it was even in Japan. But that does not 
warrant any such figures as a rejection of 35 to 45 percent of the total 
number. 

What type of examination is Secretary Rosenberg giving the boy— 
any boy born and raised in this country? And excusing those very 
few who cannot read and write, why should the others be rejected on 
the mental test? They are not going into the Army to learn to be 
lawyers, doctors, dentists, accountants, or engineers. 


INDUCTION PROBLEM 


General Hersuny. That is right. You get into another inter- 
service proposition, and I have said and still repeat that we will never 
solve the induction business until we solve this entrance examination. 
And remember this, that you have four units in the Armed Forces— 
the Marines, Navy, Air Force, and Army. Up until a very short 


time ago, only one of them took anybody from us. The. other three 
selected them on a voluntary basis, so-called. 

Mr. Tuomas. That is, the Navy, Air Force, and Marine Corps. 
They never did like the draft. They want to do their own picking, to 
have their own recruitment program. 

General Hersury. You cannot blame them for wanting to skim off 
the cream when somebody is pumping the cream up so that the cream 
is readily available. In other words, we are the men who draw the 
surplus cream. 

I believe at the present time I can state without any fear of contra- 
diction that a man of ours will be faced with four different recruitment 
officers—the Army recruitment officer, the Navy recruitment officer, 
the Marine Corps recruitment officer, and the Air Force recruitment 
officer. They say to him ‘You have your order for final examination. 
You see you are going to go; do you not? You had better pick your 
service now.’”’ So he may not pick the Army. He can always get 
rie when he gets through. He may not even pick the Marine 

‘orps 

Mr. ANprews. Who can stop those recruiting officers? 

General Hersuey. I suppose (a) the Secretary of Defense, (6) the 
President of the United States, and (c) the Congress of the United 
States. Iam not necessarily putting them in order; | am just naming 
three people who can stop them. 

Mr. Anprews. Did the Congress try to write some provision in the 
Selective Service Act to stop just what you are complaining about? 
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General Hersuty. Well, you see, they never have said that every. 
body had to take his people from Selective Service. 

I do not want to monopolize the field, but I have always contended 
that we ought to make all of the services take their share of the men 
as they come. After they have finished their basic training, then Jet 
them enlist, if they want them. Of course, they generally will not 
enlist then, and there is something in that. 

Mr. AnpreEws.. Off the record, General. 

(Discussion off the record.) 


LACK OF COORDINATION FOR PROCURING MEN BY THE ARMED FORCES 


Mr. AnpREws. My question, General, is this: Does most of your 
trouble come from the fact that the different branches of the service 
are still fighting each other? 

Gesiient Hanae. The primary loss of manpower now, in the num- 
ber of probably 300,000, is brought about by a high rejection rate, 
which in turn is caused by the fact that the Army, the Navy, the Air 
Force, and the Marine Corps do not procure men in the same way, 
and the abnormally high rejection rate will never be settled until all 
the branches of the Armed Forces must accept both the good and the 
bad on an across-the-board basis. 

Therefore, in answer to your question, I will say that the thing 
which is most pressing at the moment is tied into the fact that there 
is not coordination, if you want to call it that, in the procurement of 
the several services. 

Mr. THomas. That hits the nail right on the head. 


THE PROBLEM CAUSED BY RECRUITING 


General Renrrow. Congressman Johnson introduced an amend- 
ment, which was defeated in the House, to stop recruiting. 

Mr. Puitures. When was that? 

General Renrrow. That was this last session. That was to procure 
all men through selective service. 

General Hersuny. They will say, of course, that every time they 
get a man enlisted for 4 years they solve at least the problem of two 
inductees. There is truth in that statement. 

They have to have a permanent force. However, even so, I have 
not yet made up my mind that my United States is so bad that you 
cannot restrict your recruiting to those who are far enough in their 
basic training to indicate whether or not you want them as soldiers, 
sailors, airmen, or marines. 

I think that these people ought to be funneled to the four services. 
It may be that the Air would not get as many of the bad; but I am 
not convinced of that. There are places where you can use flat-footed 
people for this, that, and the other thing, in the air, just the same as the 
other services. 

I think it would be better to funnel all of them on a percentage 
basis, and then to depend upon the leadership which you had in each 
of the several services to make what use they wanted to of those men, 
rather than to exhibit so much selectivity, which really is not such 8 
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selectivity, because when you are signing up a fellow down in the alley 
because he is scared he is going to be inducted, because if he ever gets 
that notice of induction tomorrow he cannot enlist, that really is not a 
selection. 

That is the atmosphere in which thousands of boys are enlisted 
today, and it is just the fear that tomorrow morning in the mail will 
come a notice for induction, because the recruiter, who happens to 
run the preinduction station, knows ahead of my board whether 
John Jones passed or did not pass, and he can go out to John Jones 
and say: “I will tell you something you do not know. You tock the 
examination a week ago Thursday. I have a list of all those who 
passed. You are going to have in your mail in the next day or two a 
notice, if you do not get your name right there on this paper I have 
for you. You are going to have a notice for induction.” 

What kind of an atmosphere is that, to hire men for 3 or 4 years? 

Mr. Tuomas. It is coercion; that is what it is. 

Mr. ANpDrREws. May I ask a question, Mr. Chairman? 

Mr. Tromas. Surely. 


EXPLANATION OF FAILURE TO PASS MENTAL TEST 


Mr. ANprEws. How can a college graduate fail one of these mental] 
tests without deliberately doing so? 

General Hersney. Personally, I do not think there is a possibility 
that he can. 

meet AnpreEws. Yet, you say that some college graduates have 
failed. 

General Hersuny. Surely. One of the ways is simply not to hurry. 


If you do not get enough questions answered, you cannot get a 
satisfactory grade. 

Remember, this question thing is a book. I am not allowed to have 
them, because they are secret, {Laughter.] 

I am not being facetious. That is a fact. They are not being 
distributed. I have at times, without authority, seen them. 

These things are little books of several pages, four or five or six 
pages. The first few pages are instructions and examples. 

Suppose that I am not too fast, and that I want to read this care 
fully, because this is important. I am taking an examination, and if 
I pass this I will be in the Army. I start out and I read very care- 
fully. I only have forty-some minutes. 

I do not think it would happen, but just suppose the fellow giving 
the examination would nof mind enlisting me. Suppose he should say 
to me: 

You had better not answer those questions until you are sure of what they 
want you to do. 

How difficult is it to answer 3 questions instead of 15 or 16 or some 
other number? 

Mr. Anprews. He would not have to answer any, then; would he? 
_ General Hersuey. There have been, I guess, a great many turned 
in where they got zero. 

Mr. Yates, What percentage of the inductees is that? 
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REJECTIONS DUE TO FAILURE TO PASS MENTAL TEST 


General Hersuery. Let us start with the number examined. () 
the number examined, we are losing, as the chairman very well pointed 
out, somewhere in the high thirties through 40 percent. Of that 30 or 
40 percent, about half of them who fail have failed for this reason. 

You can say that either way you want to. You can say that half 
of the rejections are on the mental side, or you can say that about 25 
percent of the people examined failed. The Surgeon General will 
tell you: “Twenty to twenty-five percent of those examined failed.” 
Because it gives you a smaller percentage, and it does not sound as 
high as 50 percent. You just do that by changing the base and 
applying it to those examined, rather than the other figure. 

ust think. We have 1,225,000, out of screening 3,000,000 people. 
Out of that group somewhere between 300,000 and 500,000 are there 
not because their feet, their hearts, their lungs, or anything else is 
bad, but they either do not know enough or do not know enough 
in English. 
LANGUAGE AS A BARRIER TO INDUCTION 


It is a small thing, but Puerto Rico is an excellent area for the 
production of men. Yet we are blocked by the language. 

I spent a little time in Switzerland this summer. Switzerland runs 
an army with four languages, and one of those languages has three 
dialects. That is just a little country, and yet somehow or other 
they have gotten along speaking four languages. 

Here we have the French-Canadians on the border and the Spanish- 
speaking people in Puerto Rico, and we cannot get them in the 
service. They are high-school kids, and they cannot get in because 


they do not speak English; that is, they do not the day they are 
up there. 


ADMINISTRATIVE ACCEPTANCE OF REGISTRANTS FAILING MENTAL TEST 


Mr. Anprews. If the college graduate fails the mental test, by 
flunking that test does he escape military service? 

General HersHey. Until about November. ’ 

You see, initially, in a weak moment they gave the authority to 
the induction-station commander to administratively accept a man. 
He did not pass anything, and yet the commander could call him 
in and say: 

What is the matter with you anyway? You went to college? 

Yes. 

All right; you are in. 


They discontinued that, either the Ist of November or the 1st of 
October, and that is one of the reasons that the rejection rate went 
up in those 3 months. 

Now they are restoring that authority to him, but there are some 
gaps in it, as we say. If a boy is graduated from high school, he 
can administratively accept him even though he fails everything 
mentally, because the assumption is that if he has gone through 
high school he ought to have a little familiarity with reading, writing, 
and some of the other subjects. 
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Of course, we have contended that these men running these induc- 
tion stations have not done it exactly right. These men do not 
belong to us; they belong to them. We believe in delegation, and 
we think they ought to be delegated the power to say “In.” 


MISFITS IN THE ARMED FORCES 


Of course, you get men in the Armed Forces who are hard to 
handle. Of course you do, because they are a cross section of our 
public. Leadership, anyway, is the fellow who makes more out of 
men than the statistician says he can. But it is a lot tougher to 
handle fellows who are hard to handle and hard to place than it is 
to skim off the cream. 

Of course, up until a short time ago the Army was getting all the 
dregs, and the other people were getting the people who wanted to 
enlist in the Air Force and the Navy, because the casualty lists were 
coming out from Korea, for both the Army and the Marine Corps. 
You can see that the Army had a tendency to reject as many as they 
could, to protect themselves, because otherwise they got all of the 
less fit. 

Mr. Tuomas. General, let us follow this just one step further. 

Of this 306,235 for the period of July through November in 1951 
who were the number of registrants forwarded for examination, 45.7 
percent were rejected. Fifty percent of that number were turned 
down on the basis that they flunked the mental examination. 

General Hersey. Yes. 


PERCENTAGES BY CATEGOR ES OF REJECTION OF REGISTRANTS 


Mr. Tuomas. What were the other main categories for which they 
were rejected? 

General Hersuey. They have ‘Medical’ grouped in one group 
with two subdivisions. 

Let us go back to October 1 again. 

Mr. Tuomas. All right. 

General Hersury. There were 14,266 people turned down for 
medical disqualifications only during that month, at the same time 
that they turned down 17,269 people for mental reasons only. 

Mr. Tuomas. Percentagewise, approximately 55 percent of the total 
rejects were for failing the mental examination. 

Percentagewise, what is the percent turned down for either mental 
or physical defects, who were turned down by the medical people? 

_ General Hersuey. From July 1950 through October 1951, which 
is a sad fair length of time, I can give you the percentages of the 
total. 

Mr. Tuomas. All right; that is good enough. That is a fair 
average. 

General Hersuey. For that period, 35.4 percent of the people were 
rejected who were examined in the preinduction station. It will 
run about 5 or 6 percent of the remainder who were rejected after ac- 
ceptance, when they went back to be inducted. 

Mr. Tuomas. For what? For physical defects? 
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General Hersuey. Physical; mentals sometimes accepted admini- 
stratively, and then the induction-station commander would tury 
them down. 

Mr. Tuomas. It all adds up, then, to the fact that 50 percent of your 
rejections were brought about by a failure to pass the mental test, and 
the other 45 to 50 percent failed to pass a physical? 

General Hersuey. Or both. 

Mr. Tuomas. For some ailment or mental deficiency? 

General Hersuey. We have broken them down this way: Out of the 
35.4 percent who failed to pass the test, 1 percent were turned down 
administratively. Those men might have had some criminal record 
or there might have been some other reason for turning them down. 

Mr. Tuomas. All right. 

General HersHey. Seventeen percent, which is just about half of 
the 35 percent, were turned down for mental reasons only. 

Mr. THomas. Mental reasons only. 

General Hersuey. Not passing this test. 

Mr. Tuomas. All right. 

Generq| Hersuey. Two percent were turned down because they 
failed both the test and the physical. 

Mr. THomas. Yes. 

General Hersuey. And 15.3 percent of the 35 percent—which, you 
see, is going to be somewhere around 40 percent, or such a matter— 
were turned down for medical disqualifications. Fifteen percent of 
the total number of people examined were turned down on medical 
disqualifications only, and that was divided into two parts: 2 percent 
neuropsychiatric and 13.3 percent physical, such as bones, heart, 
and so on. 

Mr. Tuomas. It all adds up to this: Whatever your percentage of 
rejections was, for any particular month, 25 or 35 or 45 or 48 percent 
of your total rejections, one-half of those rejections was based on the 
failure to pass the mental test, and the other half based on the failure 
to pass the medical test? 

General Hersuey. That is right. 

Mr. Tuomas. Well, it appears to be a sad commentary on our edu- 
cational and medical systems; is it not? 

General Hersuey. No; I do not think it is. I think if you would 
go the world over you would find that we probably are healthier and 
about as smart as anybody. 

However, the rejection rate in other countries is not high, because, 
after all, we bow down the standards, but these standards were set by 
men. These standards are administered by men, and they can be 
changed by men. 


REGISTRANTS SHOULD BE EXAMINED FUNCTIONALLY 


I have advocated for years that two things be done. First, we 
should examine people functionally. I know that is hard to do. 

I do not believe in the inventory type of an examination. That is, 
you take a fellow and you pick him to pieces, as a botanist would 
pick a flower apart: He equates the petals and he equates the pistil, 
and then he would say, “That was a good flower.” 

You do not do like that. You would pick the flower and look at it. 
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What do you do with a man who works for you? If he can drive a 
truck in the city of Washington, and if he knows which way to go and 
can see the street signs with the pointing arrows, and if he knows how 
to find houses and all that sort of thing, we would believe that fellow 
to know how to drive a truck and work in the city of Washington. 

Mr. Tuomas. He would be able to make a living. 

General Hersuey. Yes, sir. But, when he goes up there for the 
examination, he cannot answer these questions. Therefore, he does 
not drive a truck. He cannot find a house. 

Mr. THomas. What you are saying is that the medical test and the 
mental tests are just not realistic. 

General Hersuey. They are under the assumption that you can 
jook at a function of a man and find out whether he functions. I say 
that you have to look at him and see whether he functions. Someone 
will say, ‘‘He cannot work with that heart.’ But he does. Someone 
will say, ““He cannot read signs,’ but he does. They will say, “He 
cannot find houses,’”’ but he does. Therefore, I think we ought to pick 
and choose ‘on the basis of what they do. 


FUNCTION OF COMMAND NEEDED IN SELECTIVE SERVICE 


The next thing is this: If I were running this thing, I would figure 
out what the percentage was of the people I had to use, and then I 
would instruct the induction stations each day that they had to ac- 
cept 75 or 80 percent, or whatever was necessary. I would let the 
technicians decide which 75 or 80 percent they would accept, but 
they would accept that many, and they would not have any right to 
decide what to reject. 

I think that is a function of command, to tell people how many 
people you have to have. When your wife sends you down to the store 
to buy tomatoes, if you have to have tomatoes you will take the best 
dozen or six or three tomatoes that you can find. You do not say, 
“There is a spot on that one; and I am not going to take it.” If you 
are ordered to get tomatoes, you will get tomatoes. 

I think we have in this country certain people, whether good, bad, 
or indifferent, and if we are to survive we have to get the last drop of 
blood and the last ounce of sweat out of the bad as well as the good, 
and there is no democracy when you have to take a fellow who is a 
high-school graduate to die for this country. 

Mr. Yarrs. Is that not the reason for the profiles in the Army? 

General HersHoey. Yes, but we are not taking any profiles. 


MORE PRACTICAL MENTAL TESTS FOR REGISTRANTS WITH MINOR 
PHYSICAL DEFECTS 


Mr. Corron. Mr. Chairman, may I ask one question? 

Mr. THomas. Surely. 

Mr. Corron. I can follow you on the example of having more prac- 
tical mental tests, but when you take a man into the service with a 
little physical defect, even though he can function, then you load us 
up with all his care and compensation for the next 50 or 60 years. 
What do you say to that? 

General Hersuey. Well, I have my story on that. You may not 
believe it. Since 1936 I have been in contact with this story, because 
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of my good friend General Hines, with whom I was very friendly, and 
I stall like General Hines. 

He had told the Congress repeatedly what it would cost to take care 
of World War I, and we further have had experience of taking care of 
World War II. I know I probably cannot prove this, but I doubt if 
you can prove the contrary. 

In these United States, or in Germany or in Japan or in any other 
country, what you do for the veterans is going to depend upon two 
things. First is what you have to give them if dependent upon what 
you have, because you cannot give them what you do not have. 
Secondly, to what extent as a pressure group are they able to force the 
giving of that? 

To me that is a political question. I think that any man over 4( 

ears old, and I have had some exoerience with it, can prove that there 
is something wrong with him, whether he went into the Army or 
whether he did not. 

If he went into the Army and is successful, he will not bother you, 
because he will not go through the things you have to go*through to 
get it. If he is unsuccessful in the forty’s you are going to have him 
whether good, bad, or indifferent. 

Well, the guy who “rode the sick book’’ all through the war has the 
best proof that he had something wrong with him, whether he did or 
did not. He can say, “Look; 1 was always up here. The doctors 
kicked me out, but here I am 40 years old, and look at my condition.” 

Of course, the 40-year-old fellow who stayed on the farm or who 
stayed in the factory is in the same condition, but he has to get social 
security or subsidized medicine, or into the trough some other way, 
because he cannot come through the veteran chute. 

In my opinion I do not believe that it is susceptible of proof that 
the men whom we took with deficiencies in World War II are on the 
rolls any more than the men who were accepted as perfect specimens. 
It will depend upon what their economic status is when they get into 
the forty’s as to whether you have them on your hands or not, and 
whether we have anything left to divide, and whether they can make 
more noise than the rest of the people who are hollering for it. 

That is a rather blunt way of approaching it, but it is my observa- 
tion and my firm belief. 

Besides that, this is tough, but every man who is killed is a possi- 
bility for liability on the public payroll. You kill off the bad ones 
and the good ones at the same time, or some of the bad ones. How- 
ever, if you shut them out, what is the future of the United States 
going to be? Where is our appropriation going to come from? It is 
going to come from the less fit. I am not a sociologist, either, but 
that does raise that question. 

I happen to have in my family a fellow who is 4-F. He has had 
polio, and his foot turns out at about 95 degrees. One of the things 
that hurt him during the war was that they would not look at hin. 
Yet he felt he knew hundreds of people even in the Armed Forces 
doing jobs that he could do. He never could march, of course, but 
that youngster at 30 as a lawyer is making more money than I am, 
by quite a bit, and he thought that during the war he could make a 
contribution, but he never even got a physical examination. Why 
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should he [indicating manner of walk] be denied the privilege of 
serving? Yet he figured there were a lot of things he knew well 
enough to do. I sort of felt he did, too. 

Of course, whether he, with a flat foot, has any more possibility of 
being on the public trough at 40 than the fellow with a flat head, I 
do not know. 

Mr. AnpREws. Off the record. 

(Discussion off the record.) 


NationaL ApvisoRY COMMITTEE ON THE SELECTION oF Doctors, 
DENTISTS, AND ALLIED SPECIALISTS 


DETAIL OF PERSONAL SERVICES 


Mr. Tuomas. We shall insert in the record at this point the table 
on pages 90 and 91 of the justifications. 
(The information is as follows:) 


The President, by Executive Order No. 10166, dated October 4, 1950, estab- 
lished the National Advisory Committee on the Selection of Doctors, Dentists, 
and Allied Specialists. This Committee is composed of eight members. There 
are also committee chairmen in each State, city of New York, city of Los Angeles, 
and the District of Columbia, with advisory members for each Selective Service 
System local board. There is a national office and 51 field offices. 

The function of this Committee, composed as it is of physicians and dentists, is 
o survey the several States and communities thereof, in order to be competent to 
advise the local selective-service boards as to the essentiality or availability for 
military service of physicians, dentists, and allied specialists now practicing ; teach- 
ng in medical, dental, or other colleges; emploved in Federal, State, or municipal 
nstitutions; performing study and research in their professional fields, or found to 
be equitable in the national interest. 

The Selective Service System has been requested to include the following esti- 
mate in its 1953 budget: 
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1 
1 
3 
5 
10 
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35 





1 
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10 
12 
35 
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Subtotal 
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Overtime 
Excess 52-week base pay-_..-.......-- } 














Total j 





The amount shown for 1951 does not represent a full year’s operation nor a com- 
blete organization. It has been found that the Committee’s work becomes more 
luminous and complex as the need for doctors, dentists and allied specialists 
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NUMBER OF DOCTORS IN THE UNITED STATES 


f ‘ 
Mr. Tuomas. How many doctors are there in the country? 
, General Hersuey, 185,000. 


: i 


i 
NUMBER OF DOCTORS IN THE ARMED SERVICES 


Mr. THomas. How many of them are in the armed services? 

General Hersuey. I am afraid we will have to furnish that infor. 
mation, 

(The information is as follows:) 

The latest available information released by the Department of Defense places 
the number of doctors in the armed services at approximately 13,000. 

Mr. Toomas. We have had the figures in here, but at the momen: 
I cannot locate them. 

How many doctors are the medical colleges turning out per year? 

General Hersusy. About 6,000. 

‘General Renrrow. They are turning out 6,000. We have not had 
the total number in the services as a report for quite a while. 


ACUTE SHORTAGE ,.OF DOCTORS AND DENTISTS 


Mr. Tuomas. Just haw acute is the shortage of doctors and dentists 
now, so far as the armed services are concerned, and also with regard 
to the needs éf the civilian population? 

General Hersuey. I think there is a very acute shortage, because 
one of the things that always makes it acute, especially in the civilian 
services, is that whenever we have times of prosperity and you can 


afford to have a doctor you will have an acute condition because, in 
the first place, a great many people who can afford it will have doctors, 
who will have to tell them there is nothing wrong with them. 

I have had many doctors tell me that if they could keep the people 
out of the hospitals who did not need to be there, and get them ou 
when they could go out, there would be lots more hospital beds. On 
the other hand, you have an economic problem. If a fellow can afford 
to have somebody give him a hotel with a great deal better service, 
like a hospital can, especially if he is troubled mentally, then you hav 
a problem. 

I do not know of any..way to know when you are really hard up for 
doctors. If you would have a depression tomorrow you would have 
a surplus. 

_Mr. Tuomas. Well, the President, by Executive Order 10160, 
October 4, 1950, set up the National Advisory Committee on the 
Selection of Doctors, Dentists, and Allied Specialists. Have ther 
been any other allied specialists concerned here, other than the 
doctors and dentists? 


PRESSURE EXERTED BY SCIENTIFIC ORGANIZATIONS 


General Hersuey. No, sir; but we are under a great dea! of pres 
sure. We have tried to avoid setting up new ones, but right now 
there is a pretty well-defined effort which started with the Thomas 
committee, which got a great deal of publicity, on how we had inducted 
everybody who had any desire to be scientific, and that is now 1 
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Mr. Flemming’s committee, and we have obviously tried—I say. this 
on the record or off—as hard as we could to have any more advice 
than we are getting. Some of the people who are really ambitious 
or want to set up scientific committees, want to set them up down to 
and including the local-board level, to try to advise the loeal boards 
whether or not they ought to take scientists, and of course they 
always advise not. That includes the students. The engineers have 
had a wonderful field day. They have had a great deal of good adver- 
tising. They have a good case, but they have not undersold it any. 
The result is that if a man gets into an engineering school now it is 
almost an act of treason to even think of taking him out, whether he 
makes grades or not. 

The same thing is true of the chemists. The chemists have an 
active group telling the world about chemists. It is also true of the 
physicists and the atomic scientists and on and on and on. They 
get astronomical figures that they are short. 

I do not want at this time to forecast whether I can possibly avoid 
finding myself with a whole system of scientific and professional ad- 
vice, whether it will be in the Selective Service System or over in the 
Department of Labor, or in Mr. Wilson’s office, or somewhere else. 
The future alone can answer that. 

One of the things we tried to compromise on was going around to 
try to keep these individuals from being over here and getting them- 
selves more definitely classified. 

Remember, the Congress has already said that physicians, dentists, 
veterinarians, osteopaths, chiropractors, pediatricians, and so on and 
so on are included. 

If you get chemists, physicists, maintgnance engineers, and 101 


other things there, it just broadens the group which can come to you 
"t, J grou} . 
0 


and say: You see, it is in the public interest to maintain the national 
economy, which comes under the general provisions of the bill, and 
you should defer us. 

The colleges had a very fine time with the veterans. They got 
overextended. What are they going to do? They are going to have 
to fight for students, and they certainly have. 

We are right where we run into some of the people. We happen to 
be the battleground where all these different claimants come in. 

Of course, poor old Solomon, as smart as he was, had to threaten to 
chop a youngster in two in order to get the thing divided up. Then we 
are really confronted with some problems that Solomon did not 
anticipate, because they had not devised scientific means in those 
days to bedevil a divider of people. 

Mr. Taomas. Under Executive Order No. 10166, establishing the 
National Advisory Committee on the selection of doctors, dentists; 
ro allied specialists, so far they have only dealt with doctors and 
dentists? 


General Hersuey. We have had some threats. 


ORGANIZATION OF COMMITTEE 


Mr. Tuomas. The Committee is composed of eight members. In 
addition to that, there is a chairman in each State, and also in the city 
of New York, the city of Los Angeles, and the District of Columbia; 
with advisory members for each Selective Service System local board. 
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In addition to that there is a national office and 51 field offices, to cost 
this year $295,000, for the mational advisory committee on the 
selection of doctors, dentists and allied specialists. 

Do the doctors and dentists really want this? 

General Hersuey. I am going to toss this over. This fellow at the 
side of me happens to belong to one of these professions, and I think | 
will let him speak to that. 


MEDICAL MANPOWER STUDY AND REPORT 


General Renrrow. This came about by virtue of the same grouping, 
same preliminary grouping as we now have in engineers. Dr. Rusk 
was appointed originally to head up a committee to make a study of 
the need of medical manpower in this country, in relationship to the 
Armed Forces and the civilian economy. As a result of that study and 
his report, he showed that there would be by 1954 a shortage of 
22,000 physicians and 9,000 dentists in the Nation, to meet all the 
demands of both the military and the civilian, on the basis of that they 
asked. At that time they were working under the National Security 
Resources Board, by direction of the President. As a result of that 
this advisory committee came into being and was made the advisory 
committee in addition to their duties with the National Security 
Resources Board and the Department of Defense and the matter of 
physicians, dentists, and so forth in the Reserve, as advisers to the 
Selective Service System. 

Their recommendation to the President was that they set up the 
State advisory committees, uncompensated, but that they did need 
clerical hire to work with these uncompensated committees. 

Mr. Tuomas. Is there any good reason for setting up a committee 
for doctors and dentists and not setting up one for chemists and 
chemical engineers? 

General Renrrow. This is by direction of the President, and the 
Executive order directed us to pay them. We are simply the fiscal 
agent, the clerical advisers. 


DOCTORS FAVOR NATIONAL ADVISORY COMMITTEE 


Mr. Tuomas. I repeat my original question: The doctors are very 
economy-minded all over the country, and rightly they should be. 
Do they really want this? 

General Renrrow. Yes, sir. 

Mr. Tuomas. Why? 

General Renrrow. Not only that, but if you abolished it every 
physician in the country, and a good many Members of Congress, 
would be pretty much upset, because in World War II one of the 
criticisms was that they were taking men out of communities who 
ought to stay in the communities, and they were leaving other men 
whom they should have taken. 

Mr. Tuomas. Is this the idea of Dr. Rusk of the American Medical 
Association? 

General Renrrow. Yes, sir. 
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AMA PREDICTED SHORTAGE OF DOCTORS AND DENTISTS 


Mr. Tuomas. What is the association doing to cure the shortage 
that they predict of doctors and dentists? 

General Renrrow. They are doing everything they can within 
their power. They cannot control the medical schools. The medical 
schools, in the main, are either controlled by the States under the 
State universities, or under private corporations. All they can do is 
to recommend to the medical schools that they increase enrollment. 

When you talk about increasing enrollment you are talking about 
increasing expenses. The dean of the Medical School at the University 
of Michigan, for instance, told me that it would require $15 million 
a year to meet the increased cost that would be necessary if they 
increased the number of enrollments in the medical schools of this 
country, and they do not have the money. 


ACCREDITING OF MEDICAL SCHOOLS BY AMA 


Mr. Yares. Does the AMA have anything to do with the accredi- 
tation of the schools? 

General Renrrow. They accredit them, yes, based on the equip- 
ment and the faculty and the operation of the school, but not on the 
number of students they have or anything like that. 

Mr. Tuomas. But the doctors want this, do they? 

General Renrrow. Yes, sir. Oh, yes; the doctors put it in, sir. 
The doctors went to the White House and the Executive order was 
issued as a result of their insistence, that they wanted it. 

(Discussion off the record.) 

General Renrrow. The situation that they pointed up was that 
if a community had only one doctor, and our local board took that 
doctor and left the community without a man, they said our boards 
were not capable of deciding whether that man was essential in that 
community, or whether he was available. We said they were. We 
operated through World War II on that basis. 


SCIENTIFIC ORGANIZATIONS WANT COMPARABLE COMMITTEE 


Mr. Tuomas. Suppose there were only one fellow in the community 
who had a little engineering knowledge and experience. 

General Renrrow. Well——— 

Mr, Tuomas. Of course, your community needs some man who can 
do a little figuring. 

General Renrrow. If the engineers have their way they will have 
a comparable organization to this set-up, on the question of engineers 
and chemists and all the allied scientists. 

Mr. Tuomas. Is not one pressure group about as much entitled 
to it as the other? 

General Hersuey. Well, the doctors are a little more easily identi- 
fiable, for one thing, and you fear and I fear being sick more than I 
fear not having a bridge built. We are inevitably going to do more 
for the doctors than we will do eventually for the engineers. 
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GUILD SYSTEM 


I would like to say this: This committee of Dr. Rusk’s represents 
a compromise which started out to be an outfit that completely con- 
trolled the doctors, where the Armed Forces got none of them unless 
that committée itself said so. The Thomas committee in the scien- 
tific field wants to set up something that decides whether a scientist 
should go. That is not advisory. 

The word “advisory” was a compromise which we got in there. It 
started as what I call the guild system of the draft, where the phvysi- 
cians select which physicians will go, the dentists select which dentists 
will go, the veterinarians select which veterinarians will go, the car- 
penters select which carpenters will go, the machine-tool people select 
which machine-tool people will go, the preachers select which preach- 
ers will go, and the Congressmen select which Congressmen will go. 

Mr. Anprews. What about the lawyers? 

General Hersuey. Oh, ves. After all, if you are going to have a 
guild system then you let each of the occupations decide whom they 
can contribute to the force. 

I was on the border in 1916, and we formed a machine-gun company 
in the old Third Indiana Infantry, and each company commander 
sent over six men to make up this company. You ought to have seen 
them. You know just what you will get when a particular group 
picks out the people they can spare. 

General Renrrow. The Congress, of course, after the Executive 
order was issued, made it a matter of law in setting up the National 
Advisory Committee in the act itself under section 4 (j), in which they 
established the National Advisory Committee on Physicians, Den- 
tists, and so forth. 

Then the President by Executive order delegated to the Selective 
Service System the responsibility of paying for their paid personnel, 
and taking care of them. 

Mr. Tuomas. It comes out of your funds, even though vou have no 
jurisdiction over them? 

General Renrrow. That is right. 

Mr. Tuomas. We shall insert in the record at this point page 94 of 
the justifications, 

(The document is as follows:) 


NATIONAL SELECTIVE SERVICE APPEAL BoarpD 





1951 actual | 1952 estimate | 1953 estimate 
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Mr. Tuomas. The President by Executive Order 9988, dated 
August 20, 1948, created the National Selective Service Appeal 
Board. The Board is composed of three members, and it sits here 1 in 
Washington, as well as I remember. 

That is in addition to an appeal board for each one of the 48 itee, 

and one or two of the possessions. What is the total number now? 

General Hersey. It is growing, because the last Congress said 

that we must have an appeal board in every judicial district. 

' Mr. Tuomas. Each judicial district of the Federal courts has one, 
and it is now 97. 

General Hersuey. Yes, sir. 

Mr. Toomas. Do we need this super appeal board here .in the 
District of Columbia? 

General Hersuey. This one is national. This acts after the States 
» have passed on it. This is the appeal to the President. 

Mr. Tuomas. It sits here in Washington, does it not? 

General HersHny. Well, the members, when they sit, are here, and 
the seat of it is here, and the personnel is here; and the appeal i is to thie 
President. 

Mr. Tuomas. It is a 3-member Board? 

General Hersuey. Yes, sir. It is going to increase whenever you 
| get to the bottom of the pool. 

Mr. Tuomas. As of December 31, 1951, there had been received 
1,615 appeals. The Board’s docket for the calendar year 1951 shows 
the monthly increment of appeals to be as follows: 

January, 56; February, 73; March, 117; September, 162; Diosieisher, 
132. 

This Appeals Board cost for 1953 is estimated at $95,000. 

Is this under the jurisdiction of the Selective Service System? 

General Hersuery. For the purpose of pay, housing, and so on. 

Mr. Tuomas. Is this Board outside the jurisdiction of the Selective 
Service System, like the doctors’ board? 

General Hersey. Yes. Even more so, because these people are 


the personal representatives of the President, to carry out this part of 
the law. 


The decision of such appeals boards shall be final in cases before them on 
appeal, unless modified or changed by the President. The President, upon 
appeal or upon his own motion, shall have power to determine all claims or 
questions with respect to inclusion or exemption or deferment from training 
service under this title, and the determination of the President shall be final. 

He has’ delegated the authority which I have just read to the Board 
which we are discussing. The Director of Selective Service does not 
have the power. 

Mr. Tuomas. It might be added that these gentlemen do not have 
any pay, except a per diem and their travel expenses when they are 
serving; is that correct? 

General Hersney. That is correct. 


APPEALS 


Mr. Tuomas. What have been the results of these 1,615 cases that 
they have heard in this period of time? What is the percentage where 
they have overturned the various appeals boards in the States, and 
what is the percentage of confirmation? 
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General Hersuey. I think perhaps I could either have the Boar 
furnish that information, or ask them to furnish it direct to you, o; 
through us. They do not report to us. 

(The information requested is as follows:) 


Appeals on hand, July 1, 1951 
Appeals received, July 1 to Dec. 31, 1951 


Classifications affirmed 
Classifications reversed 


Mr. Tuomas. To whom do they report? 

General Hersury. The President of the United States. They ar 
his personal representatives. 

Mr. Tuomas. Well, they have not given you any idea of their 
findings? 

General Hersuey. I am their fiscal officer. I am responsible for 
everything and able to do only what I can. I think they will be glad 
to furnish it, but I did not furnish it because they are individuals who 
operate after we finish. 

' [ will say from my experience in World War II that we have not 
seen the beginning of these appeals. In December it shows 132 here. 
and there was quite a period in World War II when we had over 1,000 
cases a week. 


FUNDS REQUESTED FOR 1953 FOR SELECTIVE SERVICE SYSTEM 


Mr. Tuomas. Fer the fiscal year 1953 you want $39,686,000 to 
operate the Selective Service System. 

General Hersuey. Yes, sir. 

Mr. Tuomas. That is based upon the induction of 650,000 inductees 
against 1952 when your budget was based upon the induction o/ 
300,000? 

General Hersuey. Yes. 

Mr. Tuomas. You have already inducted 675,000, is that correct? 

General Hersuey. Yes, or will. 

Mr. Tuomas. For 1952 you had $30,154,000, which is an increase 
of about $9,500,000 for 1953 over 1952. You did not absorb your pay 
increase here, did you? 

General Hersuey. No, sir, and I am going to be back for about 
$5,000,000. 

COST OF PAY INCREASES 


Mr. Tuomas. What is t!\e amount of the pay increase? 

Major MALLEeNDER. Fo: the classified people? : 

Mr. THomas. No, what is the total amount of increase in salaries 
due to the pay increase of last year? 
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General HersHey. We are affected by that in two ways, first by the 
direct provisions of the act, and second under the policy that we have 
operated under fer 10 years as to our unclassified people. We 
increased their pay administratively, but we could not do it this time 
because of lack of money. 

Mr. Tuomas. By virtue of the Pay Act increase what is the dollar- 
and-cents figure? 

Major Matienper. I do not have that figure. The 1953 budget 
was based on the increased rate of pay. 

Mr. Tuomas. You have the 1952 figure. It is there in the justifi- 
cation. 

Major MaLLtenpErR. That was also based on that increased rate 
of pay. 

Mr. Tuomas. $481,000, and you will seek a deficiency for that? 

Jeneral Hersuey. Yes, sir, and some other amounts. 

What is our estimated deficiency that we are going to seek? It is 
still controversial. 

Major MALLENDER. It is around $5,000,000. 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND ReEcorpDs 
MANAGEMENT 


Mr. Tuomas. Mr. Reporter, at this point insert page 24 in the 
record, showing national administration, planning, training, and 
records management. 

(The matter referred to is as follows:) 


| 1951 actual | 1952estimate 1953 estimate 
| | 


Personal services... | $1, 210, 337 $1, 282, 600 $1, 620, 000 
gi RRA Sy le rac am Sa tae 99, 082 80, 000 
Transportation of things......................- 2 35, 973 30, 000 
Communieation services ‘ 47, 889 
Rents and utility services...........____._._- i 7, 267 
) Printing and reproduction _. 391, 737 
7 Oltier Gomemoune: Services... 24, 248 
Supplies and materials._....................- SEER TaD 89, 518 
Equipment 108, 738 
5 Taxes and assessments.- 817 


. 








Total ~ 2,015,606 | 1, 922, 000 | 2, 140, 








Mr. Tuomas. That is located in the District of Columbia, and that 
covers also your 13 regional offices, as far as administrative expenses 


' are concerned, is that correct? 


General HersHey. That is correct. 


PERSONAL SERVICES 


Mr. Tuomas. In 1952 you had 316 permanent positions, and for 
1953 you want to increase that number to 344? 
General Hersuey. In these days of billions it is pretty hard to 


deal with these small numbers that we have. 


Mr. Toomas. We will also insert at this point in the record the 
table appearing on page 49. 
(The matter referred to is as follows:) 








1952 estimated 1953 estimated 


Num-| Total Num-| = Tota! 
ber salary ber salary 








01 PERSONAL SERVICES 


$67, 140 

) unsel L 
Office of Legislation, Liaison, and Publie In- 

formation 67,817 
Office of the Chief Medical Officer ; 57, 420 
Office of the Chief Planning Officer.__.........- 44, 705 
Administrative Diy ision 314, 761 
Communications and Records Division i 151, 581 
Manpower Division 195, 500 
Field Division 303, 392 317, 074 392, 620 
Fiscal and Procurement Division i : 38 178, 736 189, 560 
Research and Statistics Division 28 125, 460 129, 400 





1, 611, 057 1, 807, 002 


‘ Excess civilian pay over military Aas tie 30, 214 
Lapse for unfilled positions j 317, 540 171, 788 








Net permanent positions____- : . 1, 267, 600 L 605, 000 
Regular pay in excess of 52-week base z 5, 000 5. 000 
Payment above basic rates * 10, 000 10, 000 





1, 210, 337 1, 282, 600 ‘1, 620, 00 























FIELD DIVISION 


Mr. Tuomas. There you set out your Field Division. You had 49 
positions in 1952, and you want 59 for 1953. That covers your 13 
field offices? 

General Hersuey. Yes, sir. 

Mr. Tuomas. You had 53 positions in the field in 1951, 49 in 1952, 
and you want 59 for 1953? 

General Hersuey. I want to call the attention of the committee to 
the fact that they set up 13 regional offices in the Department of 
Labor for the handling of manpower. We were on a six-area field 
operation, but on everything, whether it is in students, skilled labor, 
apprentices, farmers, or any of those things we have to deal with the 
Department of Labor, and when they operate in 13 areas I have got 
to have representation, and the representation I have is only three in 
each area which is reasonably small. 


STATE ADMINISTRATION, PLANNING, TRAINING, AND RECORDS SERVICING 


Mr. Tuomas. Mr. Reporter, at this point insert in the record the 
table on page 55 dealing with summary of objective classification for 
State administration, planning, training, and records servicing. 

(The matter referred to is as follows:) 








1951 actual 


1952 
estimated 


1953 
estimated 





Personal services 


$5, 604, 305 


$7, 778,803 


380, 402 
Transportation of things 4 
Communication services 187, 538 
5 Rents and cgay : 199, 418 
Printing and rep’ t 
7 Other contractual services 
Supplies and materiais 
Equipment 
15 Taxes and assessments 

















NUMBER OF POSITIONS 


Mr. Tuomas. Also follow that with the table on page 58. 
(The matter referred to is as follows:) 





} 
1951 actual |'1952 estimate | 1953 estimate 


| 


1. Office of State Director ! 

2. Administrative Division 

3. Fiseal and Procurement Division 
4. Manpower Division 

5. State Appeal Boards -- 

6. Records 


(a aly SER Ie SS SES og | 














' Included under the Office of the State Director are such functions as planning and training, which are in 
addition to the general functions of administering the act within the State. 


NUMBER OF OFFICES 


Mr. Tuomas. How many of these offices are there now? 

General Hersuey. Fifty-six. 

Mr. Tuomas. Fifty-six? 

General Hersey. Yes, sir. We have added Guam and the Panama 
Canal Zone. 


NUMBER OF POSITIONS 


Mr. Tuomas. For 1953, in the Office of the State Directors there 
are 194 employees; in the Administrative Division, 563 employees; 
in the Fiscal and Procurement Division, 406 employees; in the Man- 
power Division, 448 employees; in the State Appeal Boards, 97 
employees; and in the Records Depot Division, 156. 


RECORDS DEPOT DIVISION 


How many of these Records Depot Divisions do you have? 

General Hersuey. Fifty-four. 

Mr. Tuomas. And you have on an average of something less than 
three employees in each depot. You have sent out word to the 
various interested agencies that you seek to destroy the records of 
the Selective tigen. and Service Act of 1940, as amended, by virtue 


of some inquiry which was made by the General Services Administra- 
tion in reference to filing cabinets. If you destroy these records, 
how much in dollars and cents will it save you a year, not only on 
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rent and on salaries and so forth? I do not find that figure, but you 
have 156 employees, and the General Services Administration jis 
paying rent. Do the supplies and materials come from your office or 
the General Service Administration? 

General Hersuey. Our office. Do you have that figure, Major? 

Major Matienper. It would save under the present operation 
about $400,000 or $500,000 a year in operating costs. 

Mr. THomas. How valuable is it to keep those records? 

General Hersury. We are not in a position to answer that, because 
we are up against this, for instance: that the Veterans’ Administra- 
tion has always been very loath to give any concurrence to their 
destruction because they have felt that they need them. Then the 
Federal Bureau of Investigation is another agency that finds them 
quite a productive area of search. Those are two of the areas that 
we have not been able to get concurrence from yet. 


PERSONNEL 


Mr. Tomas. Well, for the State administration, planning and 
training records servicing, you want 1,864 permanent positions. 
These have 56 offices, and you want and the same number of personnel 
you had in 1952; is that correct? 

General Hersuey. Yes. 

TRAVEL 


Mr. Tuomas. You want $545,200 for travel for these State agencies. 
Do you not think that is a little high, and why is it so necessary? 

General Hersuery. As you go to the bottom of a pile, it necessitates 
going from Washington to El Paso to try to get a local board out there 
to reconsider their decision when somebody enlisted five or six people 
they had ordered for induction, and when they claim, for instance, 
that a factory is not going to be able to turn out airplanes because we 
have drafted their men. Now, somebody has to go out there from 
State headquarters; and when you multiply that by 56, when your 
manpower pool starts to lower, your cost of getting a man out of it 
is going to increase because of the necessity to investigate, and I am 
supposed to have the answer here. For instance, the machine-tool 
set-up is costing us a lot of money right now. Right now I am trying 
to make an answer to the Army here, which is costing a great deal of 
time and effort. Therefore, these men cannot sit at desks in State 
capitals, but they must go out into the field. 


REGISTRATION, CLASSIFICATION, AND INDUCTION 


Mr. Tuomas. Mr. Reporter, insert in the record at this point the 
table on page 70 ofthe justifications dealing with summary by objective 
classification for registration, classification, and induction. 

(The matter referred to is as follows:) 





~~ ete 
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1951 1952 1953 
estimated estimated 


actual 





Personal services $12, 283,073 | $15, 821, 500 $17, 686, 297 
Administrative travel 247’ 144 5 Ot 
I | 5, 150, 308 | 366 8, 500, 000 
Transportation of things 70, 045 
Commutiontion services... 334, 022 | 
Rents and utility services._...................-..- eee AEs 1, 031, 486 | 
Printing and reproduction._.-.......-..-.....-.--....---. 
Other contractual services... _............--.-----.-.-...- 
Student testing program_.__.....-.-_.--..----2 222. 
Supplies and materials 
Equipment Lae As 2 
Temes Gur GeenmneNe. << 5-56 ns sobs ce 81, 780 | 236, 500 


2, 989, 065 | | 21, 504, 500 88, 397, 197 














Mr. Tuomas. This is the backbone of the Selective Service System. 
In 1952 you had an appropriation of $21,504,500, and in 1953 you are 
requesting $28,397,197. 

In 1952 for these boards vou had 5,300 full-time clerks, and for 1953 
you want to step the number up to 5,790. 

For 1952 you had 3,851 local draft boards, and for 1953 you will 
possibly increase that number by 50; is that correct? 

General Hersury. Yes. 

Mr. Tuomas. There are 3,190 counties or political subdivisions in 
the United States, and the law says you shall have at least one or more 
draft boards in each of them. 

General Renrrow. We actually have now 3,901. 

Mr. Tuomas 3,901? 

General Renrrow. Yes. 

Mr. TuHomas. And out of this local selective service of which we are 
now speaking-——namely, registration, classification, and induction, and 
in your State headquarters, which are made up of the appeal boards 
only—you have 40,000 citizens of the United States who are donating 
their time and services free of charge, and the only compensation they 
get is their travel to and from their homes to the local boards and to 
the State headquarters if they are called for that purpose; is that 
correct? 

General Hersuny. That is correct, that is, providing that they live 
away from their area. If they live in the city, they do not get mileage. 


PERSONAL SERVICES 


Mr, Tuomas. Take the item set up as salaries. Your salary item 
is $17,686,297, and the committee has at no ‘time ever questioned this 
item. Furthermore, we have pointed out to you not once, but time 
and time again, that there is no earthly reason for those local people 
working—and they do an outstanding job—working for less money 
than some classified civil-service employ ee in the same town doing the 
same or comparable work and getting a larger amount of compensation. 

General Hersury. If it be a crime to believe that the Federal Gov- 
ernment should allow the utmost flexibility to local people to make up 
their own minds about how much they pay people, if that be a crime, 
I am guilty. 





332 


Mr. Tuomas. That is not the point. You were doing a lot of moan- 
ing and groaning about the low salaries paid the local board clerks, 
and we OE out then, and I want to point out now, that that is 
y. We have never questioned your figures. 


your ba 


STATE HEADQUARTERS OFFICIALS 


General Hersuey. I again point out that, in the 56 offices with 
respect to the State headquarters men, I am trying to get men who 
have enough judgment to get local board members to stay on the job. 

have to compete with those new agencies who jump the gun on me 
and who pay more to their investigating attorneys than I pay to my 
director. 

Mr. Anprews. How are your officials in the State headquarters 
selected? : 

General Hersuey. On the recommendation of the Governor. 

Mr. AnprEews. Who makes the appointment? 

General Hersury. The President has delegated to me the right to 
make the appointment. Asa matter of practice, the Governor decides 
who he wants as State director, and the other people are men we have 
trained in the National Guard, and that is where in this whole training 
progam we try to keep some of those people so that we can get the 

enefit of their advice. 

We have never quarreled with the Governors. We have tried to sce 
to it that they get satisfactory men, and I would say in 95 percent of 
the cases they have been entirely satisfactory, because the Governor 
generally turns to somebody who knows something about it. If we 
are going to get a Governor to be a Federal official, as we do, and to 
give his prestige and everything else to it, the least we can give him is 
the right to appoint a State director in whom he has confidence. We 
try to see, however, that the people who help the State director are 
men who have training in our System. 


AUTOMOBILES 


Mr. Tuomas. How many automobiles does the Selective Service 
System have, General? 

Major MALLENDER. 110. 

Mr. Tuomas. I notice the table here in the committee print, and 
it is a little misleading. It says, ‘‘Old vehicles still to be used’’, and 
the number given is one. That figure should be 110? 

I notice you have a gasoline bill of some $27,000 or $30,000 for 
State administration, planning, training, and records servicing. 

The total figure is 110 and not 1. 

General Hersuey. Yes. 

Mr. Tuomas. The chart shows that you are not seeking any new 
ones this year. 

General Hersuey. We are seeking one new automobile this year. 

Colonel CALDWELL. Yes, one feflibcdaiiennt. 

General Hersuey. That is on page 128. 

Mr. Tuomas. You are not seeking any replacements according 
to this chart. The chart shows that you only have 1 automobile in 
the Selective Service System and that you are not seeking any new 
ones. So, presumably, there is an error. The major said you have 
110 automobiles and you said that you are seeking 1 new automobile. 
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General Renrrow. This [indicating] is a statement of the proposed 
application for purchase and hire of passenger motor vehicles. % 
Mr. Tuomas. Yes, but that table shows “‘old ‘vehicles still to be 
used.” 

Colonel CaLpweE.u. That is a carry-over from 1952. 


AUTOMOTIVE COSTS AND TRAVEL 


Mr. Tuomas. Besides your gasoline bill what is your maintenancé 
bill, your garage bill, and your chauffeur bill and everything relating 
to costs for these 110 automobiles? It is around $30,000 in 1953 
for gasoline. 

| notice your combined travel for administrative and selectee travel 
is the largest item other than personal services. Your selectee travel 
is $8,500,000 for 1953 against $3,369,000 for 1952. What is your 
administrative travel plus your automobile costs combined? 

Major MALLENpDeER. It 1s $1,082,000 for administrative travel. 

Mr. Tuomas. $1,082,000? 

Colonel CALDWELL. Yes. 

Mr. Tuomas. How much is it for your costs of 110 automobiles, in 
addition to that figure? 

Colonel CaLpwELL. It is in that $1,082,000. 

Mr. Tomas. It is all in there? 

Colonel CALDWELL. Yes. 


PROVISIONS OF LAW RELATING TO ELIGIBILITY FOR REINDUCTION 


Mr. Yates. What is the number of reinductees that you are getting 
who were released by the Army prior to having 2 years’ service? I 
have had two cases recently of boys who did not complete their 3 
years’ service by 2 days, and who have been called again. 1 thought 
it was a rather unfair situation. 

General Hersuery. They enlisted? 

Mr. Yates. No; 1 do not think they did. 

General Hersury. Let me show you the situation that we are up 
against, 

In the first place any man who had 3 months’ service during 1950 
was not recalled. Any man who had a year in service before 1948 
was not recalled, 

Any man who had less than 3 years’ service which covered less than 
a year before 1948 and the remainder between now and 1948, unless 
he had three full years of service under the law is liable to recall. In 
other words, a man who enlisted for 3 years and spent 9 months before 
the 24th of June, 1948, in the service and 2 years and 1 month subse- 
quent to June 24, 1948, is, under the law, reinductable, even if the 
time he got off was his furlough time because he does not meet the 
legislative requirement of 3 years’ service. 

Mr. Tuomas. That is, in World War II, in other words? 

General Hersury. No, that was subsequent to World War II. 
Say a boy enlisted on January 1, 1948, and he served in 1948, 1949, 
and in 1950 some time he was discharged, say 2 months before he had 
served his full time, he is liable to reinduction. 

Mr. Yates. The Army gave him terminal leave in this case, 

General Hersuey. That boy, under the law, is liable. 
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Mr. Yates. Do you not construe that to be an inequity, General’ 

General Hersuey. Yes, I do, and that is why we are seeking legisla. 
tion to correct that situation. We are going to come up with legisla. 
tion to correct that. 


INEQUITIES IN REINDUCTION REQUIREMENTS UNDER PRESENT LAW 


Let me give you another case of the inequity that is even worse. 
My friends, the Marines, have been inducting some people. They 
take them and keep them about 2 or 3 weeks and release them ani 
send them home. Now, I cannot induct those men because if a may 
serves 24 months, unless sooner discharged, he has completed his 
obligations under the law. We are asking for corrective legislation 
on that. On the one hand, here is a man who serves almost 3 years 
yet he is liable for reinduction. Another man is inducted and he serves 
3 weeks and he is no longer liable because he has been sooner dis- 
charged than the 24 months for which he was inducted. 

Mr. Yarss. Is the reinductee subject to the same period of service 
as a person who has not served at all? 

General Hersury. The armed services, if they wanted to coul 
hold him and then discharge him because they have the power to 
discharge at any time. 

Mr. Yates. Then it is up to the armed services. 

Mr. Tuomas. Summarize that again for the record as that is 
important. 

General Hersuey. Your legislation on June 24, 1948, sets up firsi 
of all 3 months’ service during war, and 1 year prior to that time. 
Then that law says that a fellow who did not meet those two require- 
ments can serve 3 years when enlisting. So, a fellow enlisting sub- 
sequent to June 24, 1948, would have to serve 3 years. 

Ar. THomas. Since 1948 it has to be 3 years? 

General Hersuey. Yes, if he enlists. 

Mr. Yates. Were you inducting any people between 1946 to 1948? 

General Hersuey. Yes, up until the beginning of 1947. 

Mr. Yates. For how long a period? 

General Hersuey. They were inducted for the war and 6 months, 
and they were being discharged in about 18 months. 

Mr. Yates. In about 18 months? 

General Hersuey. Yes. 

Mr. Yates. I have in mind the boy who served for 2 years and 11 
months, and I think 27 days. He was given his terminal leave, and lhe 
is subject to the draft again. I have two cases which are exactly alike, 
and they are subject to induction again. 

General HersHey. We have an amendment which we tried to offer 
to try to correct that situation. 

Mr. Yates. This is the result of the Army giving terminal leave 
to this boy? 

General Hersuey. That is right. 

Mr. Yates. They sent him home ahead of the 3-year period by 3 
days, and that was not counted as service. He had taken no leave at 
all overseas, and they gave it to him. 

General Hrersury. They should have given him a furlough and 
pen discharged him, but the trouble is it is easier to dischargé them 

t. 
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Mr. Yates. And you have legislation you will recommend to the 
Armed Services Committee to correct that? 

General Hersuey. Yes. We are also recommending that this boy 
who escapes us after being in 2 or 3 weeks can be gone after, too. 


INDUCTION OF DOCTORS 


Mr. Yates. What is the Advisory Committee of Doctors doing 
about the doctors who did not serve in the last war; are they taking 
them in preference to the others who served? 

General Hersury. The law provides that if we induct we must in 
priority 1 induct those men who served less than 90 days. He must 
have been a person who was either deferred or was on one of these 
college programs and got his education that way. That man we are 
bound to induct first. We have only inducted three doctors but the 
frightening process is being put on the priority 1 people and the aim 
is eventually to clean those up because we cannot induct any priority 2 
people until we induct all the priority 1 people. So far we have been 
reasonably successful in that, but there again it takes 25 telephone 
calls and letters to answer to frighten one doctor into service, whereas 
you can induct men with a whole lot less administration because there 
are a lot of people who have means of evading answering us, and we 
must do something. To frighten people into the service is much more 
expensive than to induct them. 

Mr. Yares. In this system are the armed services getting any 
specialists of any kind? 

General Hersuey. You do not find specialists among these kids 
anyway, and the Congress saw fit to take people who were young and 
who had gotten a profit from the United States, that there may be an 
induction of them, people who did not get into World War II as 
doctors, those were in one category. In category 1 are the doctors or 
men who did not serve at all and who had a privilege from the Govern- 
ment in their education. In category 2 are the fellows who had the 
same thing who were to serve at least 21 months, and the third cate- 
gory are people who never served at all, and in category 4 are all other 
doctors. We can draft any doctor up to 50 years of age if we use these 
categories up in order. It would not make any difference if they had 
40 years’ service if they were in the Reserve. If they are in the 
Reserve we have the problem then of trying to get the armed services 
to call Reserves in the same categories that we are putting the heat on. 


EFFECT OF UNIVERSAL MILITARY TRAINING ON SELECTIVE SERVICE 


_ Mr. Yates. How would the passage of UMT affect your Selective 
Service System? 

General Hersuey. It would make for more administration. 

Mr. Yates. How much would your cost be increased by that? 

General Hersuey. It depends upon whether they are going to allow 
them to recruit or whether we are going to induct them, screen them, 
and deliver them. There is some offset because if they pass the original 
idea Mr. Vinson had of permitting them to volunteer and take 6 
months’ training and then go on with their service that would tend to 
reduce the number of people that we would have to induct by whatever 
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number he allowed to volunteer. On the other hand, if we decide we 
are going to induct people for a unit for the ages 18% to 19 or above 
then we are going to have people moving toward one place where they 
would prefer to be and some of them inducted—— 


MANPOWER POOL 


Mr. Yates. Do you have enough of a manpower pool to operate 
both systems? 

General Hersuey. If you are going to have a man serve who is going 
to take training then it does not affect the manpower pool much. |n 
fact, there is a little gain because if you let him go in at 18 or 18% we 
will have him about a aon earlier than we are getting them. To that 
extent we are better off. 

Mr. Yates. In other words, the operation of that would be that he 
would go into the UMT before he becomes of draft age. 

General Hersnuey. That is right. He would go in 6 months before 
he got to draft age, and by the time he became of draft age he would 
go into 18 months’ additional service which would make an addition to 
the pool. If you give them 6 months’ training and let them go home 
and spend 7% years in the Reserve that is all lost. 

Mr. Yates. Your conscription law would fall by the boards, then? 

General Hersuey. No, we would have to invade other sources of 
manpower. 

Mr. Yates. In age groups up to 26? 

General Hersury. Well, farmers, mechanics, or 1V—F’s. 


NEED FOR CLERICAL HELP BY LOCAL BOARDS 


Mr. Yates. People in the selective service in Illinois have told me 
that they do not have enough clerical help. Is that true all over the 
country? 

General Hersuey. I think it is true in every section of the country 
which says that they do not have enough clerical help. We are up 
against the same thing that a fireman is. If he has enough help 
during a fire, he has too much help when there is not a fire, or a farmer 
who, if he has enough help during the harvest season has some extra 
help at other times. Our calls in the last months have varied all the 
way from 10,000 up to 70,000, and we have anticipation that they 
may run as high as 100,000. How to carry enough each month when 
you have 15,000 this month and 60,000 the next month is a very 
difficult question. These local-board clerks will find themselves 
with a call for 50,000 as they did last summer and right the very next 
month it will slow down, and then in 2 or 3 months they jump it up to 
60,000 or 70,000, and you cannot say that because we are not working 
very much in July we will not be in October or November because in- 
ductions may be coming at the rate of four or five times as fast as they 
were 3 or 4 months before. Then we are up against the capacity of 
the induction staffs. 

Mr. Yarss. But has not Illinois furnished approximately 11 percent 
of the men in the System now? 

General Hersury. No, I think that 11 percent is a little high. 
Most every State is doing more than its share, that I always gladly 
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admit. Ido not think it is quite that high. I think it is nearer to 6 
or 7 percent. 

Mr. Yates. But at least you will give that consideration in con- 
nection with the work that they have? 

jeneral Hersuey. Yes. 


IMPORTANCE OF TRAVEL CONFERENCES 


Mr. Yates. How important are these travel conferences that they 
have throughout each State? 

General Hersney. I think when you are dealing with unpaid 
people, and I suppose the same thing is true when you are dealing 
with paid people, although I know more about the unpaid, that unless 
you keep them in close contact to keep tab on some of the things which 
are forever changing, you do not achieve the desired results, and the 
only way I know of doing that is getting these people together from 
time to time. I think you will not always have uniformity, although 
I strive for that as an end. I would rather have local self govern- 
ment, but the only way we get uniformity is by getting people to- 
gether. We try through these conferences to avoid the necessity of 
having an unfortunate experience every place. We try to have an 
unfortunate experience get focused where all of them can learn some- 
thing about it by a conference, so that they do not have to live through 
it. I think they are an absolute necessity. I do not think you can 
run any kind of an organization without human contact. Telephone 
calls or letters are fine if you receive them from people you know and 
trust, but a letter from a stranger leaves very much to be desired. 


NEEDED LEGISLATION RELATING TO ENLISTMENT AND INDUCTION 


Mr. Patuuips. General, you have spoken several times about asking 
for additional legislation. In this request for legislation, are you ask- 
ing for any legislation which would say that a man who, let us say, has 
finished high school, and is in good physical condition, cannot be 
refused because he does not pass some examination? , 

General Hersury. No, we have no request in these technical 
changes for any changes in the rejection rate. We believe at the 
present time that if the law was enforced that we would have two or 
three hundred thousand that we could induct that have already been 
rejected. Maybe later on I would like to see the standards set by 
Congress lowered if we cannot get the Army down to where Congress 
has already set it. That is a year’s job, becuase the absorption of 
300,000 less fit people, especially if they are going to be absorbed in 
ohe service, is a very sizable problem. 


ENLISTING IN PREFERENCE TO BEING INDUCTED 


_ Mr. Paiuures. I am not sure that I understand a point you made 
in & previous statement. You said that if some boy had been in- 
ducted, or was through the process of induction, and then a request 
was made of you to set the induction aside, so that he could enlist in 
the Navy or the Air Force; you indicated you were opposed to that. 
It is not quite clear to me why that is not a good idea. In those two 
arms of the service, we will say the Navy and the Marine Corps, or, 
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pane to a lesser extent the Air Force, as it has increased in num- 
ers, there is an esprit de corps. If a man wants to go into one of 
those services it seems to me desirable to let him go in. 

General Hersney. Congress took notice of this very question jn 
1948, and they prohibited anybody after they had been ordered for 
induction from enlisting. Now, you see, it takes anywhere from 3 
months up to 6 months to get a man from the time he registers for the 
draft and takes his physical examination up to the time he is ordered 
for induction. In fact, most of the people ordered for induction have 
been registered for over 3 years. 

The assumption of Congress was that anybody who wanted to go 
into the armed services during the time he was registered and when he 
was fillmg out his questionnaire, and going through appeals and 
being ordered to take his physical examination and hearing that he 
had passed it, they thought that ought to give him ample time to 
decide whether he wanted to get into another service. Therefore, 
Congress prohibited any man from enlisting after he had been ordered 
for induction, and the only way to get out of it is to have the State 
Director or the National Director reopen the case which gets him out 
of the status of being ordered for induction, and, therefore, makes him 
eligible to enlist. The Director of Selective Service, as a matter of 
bookkeeping, is more or less stuck with a pool of manpower, and the 
process being rather extensive, as it means registration, classification, 
and ordering him for ‘induction, involves the spending of money 
before he goes to the induction station to come in. The Armed 
Forces notify the local board that this man is available for service. 
The local board decides to order him to report at a certain time, and 
then the morning of the call they go down and find that half of the 
men are not there. The boy is notified that he has passed the exam- 
ination, and if the boy wants to enlist he has had 3 months’ time to 
think about it, and the only time he makes up his mind to enlist is 
after he is ordered to enter into another obligation, and the thought of 
the service is they ought to make up their mind as they go through 
this process. 

Mr. Puiturrs. There is a good deal of merit in what vou say, 
General, but if the young man enlists he still ought to be credited 
against the number of men that you would have to supply for that 
particular period. If the boy had not enlisted you would have had 
one more man to put into your induction group. 

General Hersuey. That is quite true, except your crediting is not 
automatic, unfortunately, if you do not know how many you are 
going to get to furnish. For instance, a local board is called on to 
furnish 12 men. They send about 50 to take the examination because 
they know they will lose half of them inthe examination. They 
order 25 to report for induction to meet a call for 12, because they 
know that somebody is going to try to enlist between the time they 
receive the order for industion and the time they are to report. As 
a result we have this cost of processing them. It is a duplication, 
because the recruiting service is costing millions of dollars, and we 
have men running out on the call, men we have accepted for induction. 
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AGRICULTURAL ADVISORY COMMITTEES TO DRAFT BOARDS 


Mr. Puiiurs. You say you have 3,901 draft boards? 

General Hersuey. Yes, sir. 

Mr. Puriurps. How large an area is covered by an advisory com- 
mittee having to do with the agricultural phase of it? 

Géneral HerRsuery. That is by county. 

Mr. Puitiurrs. How many? 

General HersHry. The counties will run about 3,400 or something 
like that, and the agricultural department is organized on a county 
basis. 

I would not want to say for sure, but it is somewhere around 
3,000 to 3,500. 

Mr. Puituirs. | make this as a general statement, that you are 
not paying a great deal of attention to the recommendations of the 
agricultural advisory committees. Are you? 

General HersHey. No; that I deny. In the first place, of course, 
it is true that the agricultural committee unfortunately has-no re- 
sponsibility for whether we ever have an Army or not, and the easiest 
way for them to do is to recommend the deferment of anybody who 
comes to them. That is human nature. In the first place, they are 
not responsible for the needs of the Armed Forces, and, not having the 
responsibility for that, I do not think you can blame them when they 
recommend that a fellow be deferred and never recommend that he 
be taken. 

You spoke of the number of recommendations for farmers made by 
farm boards. It is somewhere around zero or a little below. That is 
one of the difficulties. They come to me and say “Now, we are 
recommending that you do not take this boy.’’ I say “Which one 
shall we take?”” They say ‘I will not tell you which one. There 
are four boys we recommended. If you take two, we are not going 
to say ‘You take these two.’ After all, we have to live with these 
people. We recommend that four be deferred, but, if you are just 
going to take two, suppose you take those two middle boys.”’ That 
isan inevitable thing. I do not see how you are going to avoid it. 

Mr. Puiuuirs. It is always a difficult thing. We went all through 
this in World War II, and it was a very difficult thing, especially for 
boards in rural areas. That is, where you are exempting men from 
induction in a rural area, you send one farm boy and leave another 
farm boy home. 

General Hersuey. That is a very tough thing. 

Mr. Putturps. That is a very tough thing, and we have in my 
office attempted to make some analysis of the situation before we 
ever send you a boy. There have been but few cases when we have 
called you. My observation this year is very clear; that is, cases 
which would have received consideration in World War II are not 
receiving consideration now. I am not saying that you are not 
paying any attention at all to it, but you are paying much less atten- 
tion to the recommendations of the local farm committees who know 
the situation than you were in World War II. Maybe Colonel Franck 
would be more familiar with a couple of those cases. 
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RESTRICTING MANPOWER POOL 


General Hersney. I think there is no question about the fact 
when you restrict the manpower pool solely to those under 26 years 
of age and solely to those who are nonveterans and solely to those 
who are nonveterans even in the restricted age of 26 and not only 
farmers but townsmen and everybody else under 26 who have medical 
deficiencies, and concerning those, you won’t call them until you fake 
the group between 35 and 40. 


NUMBER OF DEFERMENTS 


The other thing is we do have almost 90,000 now deferred as farmers 
and about 25,000 deferred for all sorts of industrial or skilled people. 
That includes physicians, dentists, and so forth. It is pretty near four 
timesasmany. I do not think there is any question but what we have 
to increase the number of deferments for farmers. I won’t argue with 
you for.a minute on that, because I think we have to. 


CONSIDERATION OF CASES NOT BEING GIVEN AS IN WORLD WAR II 


Mr. Pnriuurps. In the case you mentioned, while your agency 
lost him for the purpose of induction, he got into the Army; but we 
recently had in my office two serious cases of family illness. In one 
case the farm was dumped back on the farmer, and the farmer had a 
broken back. That is the Scott case. We got no sympathy on that, 
apparently; from either Selective Service or the Army, and in World 
War II we would have. At the least, we would have been able to get 


that boy back temporarily to try to operate that farm. In both cases 
the Red Cross wrote to the Government here. So I am just saying, 
as to the system, my office has found we are having greater difficulty 
in the few cases we bring to you. 


LOCAL BOARD MEMBERS IN GENERAL OPPOSE DEFERMENTS 


General Hersuey. I think you are right, because the men who 
compose the board would go in in their twenties or in their thirties 
or once in a while in their forties and those people do not think anybody 
should be deferred. But now the fellows we are arguing about are in a 
very collateral field. 

I think if you have some local board members who are World War 
veterans, they are tough, because they went, and for that reason 
they think other people should go. 


RECOMMENDATIONS OF LOCAL ADVISORY COMMITTEES NOT CONSIDERED 


Mr. Puiturps. You are not talking about the same thing I am 
talking about. I recognize that situation. I am in favor of that. 
I am not in favor of a general exemption of boys on farms; I am in 
favor only of some cases where the local people demand it. You say 
the local board is not favorable to keeping men out of the Army; 
they are favorable to sending them in, because they served in World 
War IT. 


General Hersuey. No. 
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Mr. Puiuutrs. I am talking about the local boards and local 
advisory committees that say a man should not go, but you send him, 
and the Army won’t let him out. 

“ General Hersuery. How did this boy get into 1—A if the local board 
did not put him in 1—-A. Was he a reservist? 

Mr. Putuuirs. I do not know whether he was or not. -I think the 
local board put him in and the Army was asked to send him back 
afterward. 

General Hersuey. I would not argue at all but what you are right. 
One of the things I have been bedeviling my boards with 

Mr. Puriires. The second case is the Edmondston case. The 
local board put him in. 

General Hersuey. Yes. I have some local boards that won’t defer 
anybody because, if they do, they have to defer everybody. 

Mr. Paruuies. Then why don’t they, if a condition is shown in 
which the local advisory board advises, the Red Cross advises, and 
all of the other people do the very things you say ought to be done? 
Why do we have it? Why don’t we say everybody goes in willy-nilly 
and there are no exemptions? 

General Hersuey. | do not say they do not do something. I have 
been fooling around with the Red Cross a little bit, and was at a Red 
Cross meeting last night. One of the things we feel critical about 
now is when you ask the Red Cross about a hardship recommendation, 
the chances are about 9 out of 10 that that will come in. 

Mr. Puruutps. Not in my county they dont. It is tougher than 
to find chickens’ teeth. That is the reason we were disturbed by 
these cases because, first of all, we have always analyzed the cases 
ourselves, and we have turned down many, many times cases that 
were never sent to you and, second, these were cases worse than cases 
that were favorably acted on in World War II and the recommenda- 
tions were all in favor of some relief and they did not get it. 

General HersHey. It may very well be that we are in error. I am 
interested in seeing it done. 

(Discussion off the record.) 


AUTOMOBILES 


Mr. Putuuies. Of the 110 automobiles, how many are used in 
Washington? 

General Hersuey. Five. 

Mr. THomas. Thank you, gentlemen, very much. It is always 
nice to see you, General—you and your staff. You have a lot of 
headaches. 
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SALARIES AND EXPENSES 


Amounts available for obligation 





“30a 
| 1951 actual | 1952 eatimate | 1953 estimate 





| 


Appropriation or estimate ---_.................-..-.--.-.---- | $45, 750,000 | $49, 250, 000 $54, 334, 000 
Proposed supplemental due to pay increase _---___- eo hipnckcs tabt> eealleaitin terete 400, 000 








Total available for obligation. ______- | 45, 750, 000 
Unobligated balance, estimated savings___--_-__. ne te. — 343, 436 


we I We SAS SSS ee ere i 
Obligations incurred.................-..------ 45,406, 564 | 50, 671, 500 | 54, 334, 000 


PRON Ee en Se ee Se ES REET RE MEN SER tinea 


Description 1952 estimate | 1953 estimate 





Direct obligations 


. Aerodynamic research $22, 910, 000 
2, POE ES COAT a os b's - wie cen ent acdneesdaccoe 14, 920, 000 
3. Aircraft structural research 4, 870, 000 

. Operating problems research _ eee. case 1, 595, 813 
5. Headquarters management and coordination. ____....-_--- 1, 110, 751 





Total direct obligations_-.................-- 
Obligations payable out of reimbursements from other accounts | 


5. Headquarters management and coordination -- 





Obligations incurred 
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Obligations by objects 





Object classification 


| 1951 actual 





Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions ___-- 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary __- 
Average grade 

Crafts, protective, and custodial grades: 
Average salary 
Average grade _- oe 

Grades established by the Director of the NACA: 
Average salary aca ; 
Average grade 


Personal service obligations: 
Permanent positions __- ap RS! 
Part-time and temporary positions 
Regular pay in excess of 52-week base __ 
Payment above basic rates 


Total personal service obligations 
Direct Obligations 
Personal services 


Transportation of things. 
Communication services 
Rents and utility services: 
Electric power 
Other rents and utility services 
Printing and reproduction -- - 
Other contractual services: 
Repairs and alterations 
Miscellaneous contractual services. __________- 
Research contracts 
Services performed by other agencies: 
Research 
Other special servic 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 


Obligations Payable Out of Reimbursements From Other 
Accounts 


01 
02 


Personal services 
Travel 


| 1952 estimate 


7, 705 
1 | 
7, 316 | 





1953 estimate 





$4, 537 
GS-7.1 


$3, 851 
NACA-8.9 


$3, 010 | 
CPC 5.6 | 


NACA-9.2 


$5, 076 
GS-7.8 


$3, 388 
CPC-5.8 


$4, 045 
NACA-9.3 








$30, 335, 911 
7, 547 


285, 413 
~ 30, 628, s71 


30, 628, 871 
258, 350 
135, 754 
130, 306 


2, 485, 130 
305, 318 
99, 568 


1, 242, 829 
228, 161 
779, 649 





209, 501 
64, 280 

5, 754, 401 
3, 074, 952 
539 

13, 060 

45, 410, 669 
4, 105 


__ 45, 406, 564 


| 


$35, 221, 755 
10, 000 
138, 950 
335, 674 


3E 706, 379 


$37, 647, 600 
10, 000 
153, 000 
387, 000 


38, 197, 600 





686, 379 
320, 000 
138, 950 
141, 165 


2, 950, 950 
385, 936 
117, 000 


, 298, 325 
238, 975 
765, 000 


235, 000 
116, 050 

5, 539, 240 
2, 659, 556 
600 

62, 200 
we: 655, 326, 
5, ati 


60, 650, 000 














38, 197, 600 
320, 000 
140, 000 
145, 000 


3, 320, 000 
472, 000 
117, 000 


1, 350, 000 
245, 000 
800, 000 


200, 000 
80, 000 

5, 800, 000 
3, 000, 000 
600 


Bd: 339, 600 
5, 600 





Total obligations payable out of reimbursements from | 


other accounts 


50, 671, 500. 





54, 334, 000 
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Analysis of expenditures 





1951 actual 


1952 estimate | 1953 estimate 





Unliquidated obligations, start of year 
Obligations incurred during the year 


Deduct: 
Reimbursable obligations 
Unliquidated obligations, end of year 
Adjustment in obligations of prior years 
Obligated balance carried to certified claims account 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


$8, 097, 566 
45, 406, 564 


$9, 000, 867 
50, 671, 500 


$10, 000, 000 
54, 334, 000 





59, 672, 367 











37, 482, 403 * 
6, 827, 751 


Out of anticipated 1952 supplemental for pay increase. _-- -| aia tess spin 


1, 360, 000 





42, 934, 000 
8, 526, 000 
40, 000 








CONSTRUCTION AND EQUIPMENT 


Amounts available for obligation 








Appropriation or estimate 
Applied to contract authorization............._-. 
Contract authorization + Be 
Prior year balance av: ailable: 
Appropriation - 


Contract authorization............--..--.--------------- 


Total available for obligation 
Balance available in subsequent year: 
Appropriation _ - 
Contract authorization 
Unobligated balance, estimated savings: 
Appropriation - __- 
Contract authorization 


Obligations incurred 


1951 actual 


1952 estimate 


1953 estimate 





$17, 218, 000 


359, 015 
5, 905, 056 


$18, 350, 000 
— 11, 700, 000 


2, 
6, 324, 470 


$20, 700, 000 





19, 582, 071 


— 142, 982 
—6, 324, 470 


—75, 212 
—319, 826 


13, 117, 452 








12, 719, 581 


11, 467, 452 








Obligations by activities 





Description 





1951 actual 


1952 estimate 


1953 estimate 





1. Aerodynamic research 
2. Power plants research 
3. Aircraft structural and operating problems research 


Obligations incurred 


$6, 600, 000 
4, 300, 000 
1, 819, 581 


$9, 500, 000 
1, 000, 000 
967, 452 








12, 719, 581 


11, 467, 452 











Obligations by objects 


10 Lands and structures: 


$12, 719, 581 


11, 467, 452 
19, 933, 000 


D 


lan! 
— 
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Analysis of expenditures 


| 1951 actual 1952 estimate 1953 estimate 








Unliqridated obligations, start of year__..............-......- $22, 810, 434 $18, 776, 971 $15, 643, 164 

Adjrstment in obligations of prior years... __._........-.-._-- 290, 936 | 398, 741 | -__- 3 

Obligations incurred during the year 12,719,581 | 11, 467, 452 19, 933, 000 
35, 820, 951 30, 643, 164 

Deduct unliquidated obligations, end of year 18,776,971 | 15, 643, 164 25, 576, 164 





Total expenditures__._........__- 5 ISM 2 SIRE een 17, 043, 980 | 5, 000, 000 10, 000, 000 


Expenditures are distributed as follows: 

Out of current authorizations: | 
Out of appropriations to liquidate contract authoriza- | 

tions... __._- a0, Sara 

Out of new obligational authority | 

Out of prior authorizations........................-.-....- | 


7, 000, 000 1, 000, 000 
17, 043, 980 500, 000 600, 000 
| 7, 500, 000 8, 400, 000 








Obligations by locations 





Location 1951 actual | 1952 estimate | 1953 estimate 
} 





. Langley Aeronautical Laboratory, Langley Air Force Base, } } 
va ‘ et wit $4,444,399 | $1,534,034 | $12,383,000 
2. Pilotless Aircraft Research Station, Wallops Island, Va 466, 719 90, 000 |___- = eho 
3. High-Speed Flight Research Station, Edwards Air Force | | 
Base, Calif_- ed Bat ie sgh ae eats 2, 350, 000 1, 650, 000 
. Ames Aeronautical Laboratory, Moffett Field, Calif | 3, 495, 319 | 7, 002, 214 | 
. Lewis Flight Propulsion Laboratory, Cleveland, Ohio 4, 313, 144 | 491, 204 


RES Sa ent Pree eae ee eer 12,719,581 | LI, 467, 452 | 19, 933, 000 





Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us this morning the National Advisory Committee for 
Aeronautics. It is always nice to have such a distinguished crowd of 
gentlemen present, particularly scientists, and so forth. 

We have with us Dr. Hunsaker, the Chairman; Admiral Lonnquest, 
Chief of the Bureau of Aeronautics of the Navy; Major General 
Putt, United States Air Force, Vice Commander, Air Research and 
Development Command. We also have our old friends here, Dr. 
Dryden, Director; Dr. Victory, executive secretary; Mr. Crowley, 
Associate Director for Research; Mr. Abbott, Assistant Director for 
Research; Mr. Rothrock, Assistant Director for Research; Mr. Rhode, 
Assistant Director for Research; Mr. Chamberlin, executive officer; 
Mr. Ulmer, budget officer, and Mr. Stack, Assistant Chief of Research 
down at Langley Aeronautical Laboratory. 

Do we have anybody here from any of the other installations? 

Dr. Hunsaker. No, sir; not this morning. 

Mr. Tuomas. Dr. Hunsaker, if you or any of your staff have any 
statements for us, we will certainly be delighted to listen to you. 


GENERAL STATEMENT 
REQUESTED APPROPRIATION, 1953 


Dr. Hunsaker. Thank you, sir. Mr. Chairman, and gentlemen 
of the committee, with your permission I would like to offer for the 
record an opening statement, and, with your further permission, since 
you gentlemen are familiar with the committee’s work by repeated 
sessions, I will not read it all to you, but speak of some points contained 
in it. 
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Mr. Puiurrs. Is that statement in the justifications, or is that 
a separate statement? 

Dr. Hunsaxker. No; the statement is the one in my hand, but the 
reporter has a copy of it. 

The National Advisory Committee for Aeronautics shares with the 
Budget Bureau and the Congress the responsibility for determining 
the rate at which aeronautical research should be conducted to open 
the way for the continuing design and construction of aircraft and 
missiles of superior performance. The Committee has submitted, 
with the approval of the Bureau of the Budget and the President, 
estimates of appropriations for the fiscal year 1953 in the amount of 
$54,334,000 for salaries and expenses, and $20,700,000 for construction 
and equipment. 

NACA RESPONSIBILITIES 


The NACA is an independent agency with responsibilities of both 
a civil and military character, operating in close cooperation with the 
Air Force, the Navy, the Army, the Civil Aeronautics Administration, 
the Civil Aeronautics Board, and the aeronautical industry. These 
groups, as well as other governmental and private scientific groups, 
participate in the formulation and review of the projects to be wnder- 
taken at all levels from the Committee of 17 members appointed by 
the President and responsible for all operations to working-level 
technical committees considering a specific technical field as, for 
example, stability and control of aircraft. The names of the members 
of the Committee and of the technical committees are submitted for 
the record. 

(The document is as follows: ) 


MemBers OF NATIONAL ApvisorY COMMITTEE FOR AERONAUTICS AND OF ITS 
CoMMITTEES AND SUBCOMMITTEES 


MEMBERS OF NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Dr. Jerome C. Hunsaker, Chairman, 1724 F Street NW., Washington 25, D. C., 
or Massachusetts Institute of Technology, Cambridge 39, Mass. 

Dr Alexander Wetmore, Vice Chairman, Secretary of Smithsonian Institution, 
Washington 25, D. C. 

Dr. Detley W. Bronk, president, Johns Hopkins University, Baltimore 18, Md. 

Vice Adm. John H. Cassady, United States Navy, Deputy Chief of Naval Oper- 
ations (Air), Department of Defense, Washington 25, D. C. 

Maj. Gen. Laurence C. Craigie, United States Air Force, Deputy Chief of Staff 
(Development), Headquarters, United States Air Force, Washington 25, D. C. 

Hon. Thomas W. 8S. Davis, Assistant Secretary of Commerce, Department of 
Commerce, Washington 25, D. C. 

Dr. James H. Doolittle, vice president, Shell Oil Co., 50 West Fiftieth Street, 
New York 20, N. Y. 

Ronald M. Hazen, director of engineering, Allison Division, General Motors 
Corp., Indianapolis 6, Ind. 

William Littlewood, vice president (Engineering), American Airlines, Inc., 
918 Sixteenth Street NW., Washington 6, D. C. 

Rear Adm. Theodore C. Lonnquest, United States Navy, Deputy and Assistant 
a of the Bureau of Aeronautics, Department of the Navy, Washington 25, 
D.C 


Hon. Donald W. Nyrop, Chairman, Civil Aeronautics Board, Department of 
Commerce Building, Washington 25, D. C. 

Maj. Gen. Donald L. Putt, United States Air Force, Vice Commander, Air 
Research and Development Command, Post Office Box 1395, Baltimore 3, Md. 

Dr Arthur E. Raymond, vice president (Engineering) Douglas Aircraft Co., Inc., 
Santa Monica, Calif. 
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Dr. Francis W. Reichelderfer, Chief, United States Weather Bureau, Washing- 
ton 25, D. C. 


Hon. Walter G. Whitman, Chairman, Research and Development Board, Depart- 
ment of Defense, Washington 25, D.C. 


Dr. Theodore P. Wright, vice president for research, Cornell University, Ithaca, 
Yy 


Director, National Bureau of Standards, Washington 25, D. C. 


COMMITTEE ON AERODYNAMICS 


Dr. Theodore P. Wright, chairman, vice president for research, Cornell University, 
333 Administration Building, Ithaca, N.Y. 

Capt. W. S. Diehl, United States Navy (retired), vice chairman, 4501 Lowell 
Street NW., Washington 16, D. C. 

Dr. Albert E, Lombard, Jr., scientific assistant, Directorate of Research and 
Development, Office of the Deputy Chief of Staff (Development), Headquarters 
United States Air Force, W ashington 25, D. C. 

Col. Jack A. Gibbs, United States Air Force, Chief, Aircraft Laboratory, Aero- 
nauties Division, WCNS, Wright Air Development Center, Wright-Patterson 
Air Force Base, Dayton, Ohio 

F. A. Louden, Bureau of Aeronautics, Department of the Navy, Washington 
25, D.C. 

Capt. M. R. Kelley, United States Navy (retired), Assistant Chief of the Bureau 
of Ordnance for Research, Department of the Navy, Washington 25, D. C. 

Brig. Gen. Leslie E. Simon, United States Army, Chief, Ordnance Research and 
Development Division, Office of the Chief of Ordnance, Department of the 
Army, Washington 25, D. C. 

Harold D. Hoekstra, Chief Engineer, Aircraft Division, Civil Aeronautics Admin- 
istration, Washington 25, D. C 

Dr. Hugh L. Dryden (ex officio) 

Floyd L. Thompson, Langley Aeronautical Laboratory 

Russell G. Robinson, Ames Aeronautical Laboratory 

Milton B. Ames, Jr., secretary 

Alexander H. Flax, Cornell Aeronautical Laboratory, Inc., 4455 Genesee Street, 
Buffalo 21, N. Y. 

Edward J. Horkey, North American Aviation, Inc., International Airport Los 
Angeles 45, Calif. 

Clarence L. Johnson, Chief Research Engineer, Lockheed Aircraft Corp., 2555 
North Hollywood Way, Burbank, Calif. 

Grover Loening, Shoreham Hotel, 2500 Calvert Street NW., Washington 8, D. C. 

‘Dr. Clark B. Millikan, Director, Daniel Guggenheim Aeronautical Laboratory, 
California Institute of Technology, Pasadena 4, Calif. 

Dr. Allen E. Puckett, Head, Missile Aerodynamics Section, Department of 
Electronics and Guided Missiles, Hughes Aircraft Co., Culver City, Calif. 

Dr. W. Bailey Oswald, Douglas Aircraft Co., Inc., 3000 Ocean Park Boulevard, 
Santa Moniea, Calif. 

xeorge S. Schairer, Chief of Technical Staff, Seattle Division, Boeing Airplane 
Co., ee 14, Wash. 

Prof. E. S. Taylor, Massachusetts Institute of Technology, Cambridge 39, Mass. 

R. H. Widmer, Fort Worth Division, Consolidated Vultee Aircraft Corp., Fort 
Worth 1, Tex. 

Robert J. Woods, Chief Design Engineer Bell Aircraft Corp., P. O. Box 1, 
Buffalo 5, N. Y 

Subcommittee on Fluid Mechanics 


Dr. Clark B. Millikan, chairman, Director, Daniel Guggenheim Aeronautical 
Laboratory, California Institute of Technology, Pasadena 4, Calif. 

Dr. Frank L Wattendorf, Facilities Division, Assistant for Development Pro- 
graming, Office of the Deputy Chief of Staff (Development), Headquarters, 
United States Air Force, Washington 25. D. C. 

Dr. T. Theodorsen, Directorate of Fluid Mechanics, Assistant for Research in Basic 
Sciences, Air Research and Development Command, Post Office Box 1395, 
Baltimore 3, Md. 

Dr. E. te Rr iden Office of Naval Research, Department of the Navy, Washing- 
ton 25, D.C. 

Dr. Raymond J. Seeger, Chief, Aeroballistic Research Department, Naval 
Ordnance Laboratory, White Oak, Silver Spring 19, Md. 
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Joseph Sternberg, Ballistic Research Laboratories, Army Ordnance Department, 
Aberdeen Proving Ground, Md. 

Dr. G. B. Schubauer, Chief, Aerodynamics Section, National Bureau of Stand- 
ards, Washington 25, D. C. 

Dr. Carl Kaplan, Langley Aeronautical Laboratory. 

John Stack, Langley Aeronautical Laboratory. 

Robert T. Jones, Ames Aeronautical Laboratory. 

Walter G. Vincenti, Ames Aeronautical Laboratory. 

Dr. John C. Evvard, Lewis Plight Propulsion Laboratory. 

Dr. William Bollay, Pacific Palisades, Calif. 

Dr. Francis H. Clauser, department of aeronautics, ‘School of Engineering, Johns 
Hopkins University, Baltimore 18, Md. ’ 

Prof. Howard W. Emmons, Harvard Universitv, Cambridge 38, Mass. 

Dr. Arthur T. Ippen, professor of hydraulics, Massachusetts Institute of Technol- 
ogy, Cambridge 39, Mass. 

Dr. Hans W. Liepman, Daniel Guggenheim Aeronautical Laboratory, California 
Institute of Technology, Pasadena 4, Calif. 

Dr. C. C. Lin, associate professor of mathematics, Massachusetts Institute of 
Technology, Cambridge 39, Mass. 

Dr. William R. Sears, Graduate School of Aeronautical Engineering, Cornel! 
Universitv, Ithaca, N. Y. 

Ernest O. Pearson, Jr., secretary. ss 


Subcommittee on high-speed aerodynamics 


Dr. Allen E. Puckett, chairman, head, missile aerodynamics section, department 
of electronics and guided missiles Hughes Aircraft Co., Culver City, Calif. 

Maj. James B. Robinson III, USAF, airplane division, directorate of aircraft, 
deputy for development, air research and development Command, Post Office 
Box 1395, Baltimore 3, Md. 

Col. Robert M. Wray, USAF, deputy chief, aeronautics division, Wright Air 
Development Center, WCN, Wright-Patterson Air Force Base, Dayton, Ohio. 

Commander Sydney S. Sherby, USN, Bureau of Aeronautics, Department of the 
Navy, Washington 25, D. C. 

Dr. George L. Shue, chief, aerodynamics division, naval ordnance laboratory, 
White Oak, Silver Spring 19, Md. 

C. L. Poor 3d, chief, exterior ballistics laboratory, ballistic research laboratories, 
Army Ordnance Department, Aberdeen Proving Ground, Md. 

Robert ‘R. Gilruth, Langley Aeronautical Laboratory. 

John Stack, Langley Aeronautical Laboratory. 

H. Julian Allen, Ames Aeronautical Laboratory. 

Abe Silverstein, Lewis Flight Propulsion Laboratory. 

Irving L. Ashkenas, chief of aerodynamics, Northrop Aircraft, Inc., Northrop 
Field, Hawthorne, Calif. 

Ralph L. Bayless, chief, aerodynamics engineer and chief of preliminary design, 
San Diego division, Consolidated Vultee Aircraft Corp., San Diego 12, Calif. 

Benedict Cohn, Boeing Airplane Co., Box 3107 Seattle 14, Wash. 

John G. Lee, assistant director of research, United Aircraft Corp., 400 South 
Main Street, East Hartford 8, Conn. 

David §. Lewis, Jr., MeDonnell Aircraft Corp., Lambert-St. Louis Municipal 
Airport, Box 516, St. Louis 3, Mo. 

Prof. John R. Markham, professor of aeronautical engineering, Massachusetts 
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NACA RESEARCH LABORATORIES 


Dr. Hunsaker. With the support of the Congress, the NACA has 
developed great aeronautical research laboratories in Virginia, Ohio, 
and California, with unique equipment. From the work of the staff 
of these laboratories come research results which have enabled in- 
dustry, under the stimulus of private competitive enterprise, to create 
aircraft of ever-increasing usefulness. 


AERONAUTICAL RESEARCH FUNDS 


The growth of NACA over the years has reflected the constantly 
growing size and importance of aeronautics itself. A little older than 
television or nuclear energy, which also have risen from the fruits of 
basic scientific research, aeronautics began in a very small way, but 
measured by whatever index—investment, manpower, passenger miles 
traveled—it is still growing at a rapid rate. In 1930, when military 
aeronautical appropriations were $66 million, NACA appropria- 
tions for all purposes were $1% million or 2.3 percent. In 1940, 
just before World War II, the military aeronautical appropriations 
were $298 million, whereas NACA appropriations were $4} million 
or 1.4 percent. In 1950, prior to the recent expansion of military 
effort, when the military aeronautical appropriations were $5,798 
million, the NACA amount was $53 million or 0.9 percent. In 1952 
NACA appropriations were 0.5 percent of the $14,941 million ap- 
propriated for military aeronautics. The military research and 
development program alone has been increased threefold, but to date 
the funds and manpower authorized for NACA have not expanded to 
support adequately the military effort. The committee has consist- 
ently urged an expansion in NACA effort to the extent that availa- 
bility of scientific manpower will permit. 


QUALITY OF FIGHTER PLANES 


Mr. Tuomas. Doctor, if | may interrupt there, you are certainly 
making some very pungent statements, and some that we will all agree 
with, but the information coming from the Korean front is that we are 
far from being first best, but now a poor second best, that the Russian 
planes are superior to ours; even the power plant in the Russian plane 
is superior to ours, and that was developed by the British. So, the 
answer that the committee is concerned with, in view of our research 
and development program in the armed services, particularly in the 
Bureau of Aeronautics of the Navy Department, and in the Army Air 
Force, and in NACA, is just why is it that we have heard reports that 
we are now second best? That is a matter that you have no control 
over, as far as numbers are concerned, but you might address yourself 
to the quality situation. 
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Dr. Drypren. We would be glad to do that, Mr. Chairman. I think 
that your statement represents a common belief which is not correct. 
If you would like to have us do so now we would be glad to go into that 
We will be glad to do it either now or later. 

Mr. Tuomas. Whenever you are ready, and if we are in error about 
that you better straighten out the military. They are the ones who 
fly the planes and do the fighting with them, and the report comes 
from them that we are second best. 

Dr. Drypen. You perhaps saw Mr. Finletter’s statement on the 
box score as to the F-86’s and the MIG 15’s that have been lost. 
They lost eight times as many as we have lost (144 to 18). That isa 
pretty good score for a “second best”’ airplane. 

Dr. Hunsaker. In response to your assertion we, you, and the 
Bureau of the Budget share responsibility for the rate at which research 
is done, and it is a very serious problem. 

Mr. Tuomas. You be sure to enlighten General Vandenberg. That 
is his responsibility; tell him where he is in error. 

Dr. Drypen. I think you and I share it. 

Mr. Tuomas. You get it straightened out now because he has 
been doing a lot of talking in the newspapers and every place else. 
As I said before, tell him where he is in error. 


FACTS CONSIDERED BY THE NACA IN THE FORMULATION OF THE 1953 
ESTIMATE 


Dr. Hunsaker. Proceeding with my statement, research and de- 
velopment must proceed with vigor. In research, we seek new knowl- 
edge using the tools of analytical and experimental science. The 
search is really for ideas to predict why things happen as they do. 


Ideas, of course, come from people. Research people are normal 
people who have been provided with facilities for experimental 
investigation and verification, and who: have the special training to 
carry on such work. We cannot afford to be second best in the air, 
and I believe that, by intensive and imaginative research, we in 
America can and will keep our strong lead in the quality of aircraft. 

Since World War II, the pace of technical development has in- 
creased. Until then, improvement in aircraft performance as a result 
of the application of scientific research proceeded at what now seems 
to be a relatively slow and orderly rate. Modest increases in speed, 
climb, range, or altitude were set as reasonable goals. Compressi- 
bility effects at high speeds were just beginning to be encountered and 
indicated a formidable barrier near the velocity of sound. This 
barrier has been found by research and experiment in the laboratory 
and in actual flight to be less formidable than supposed, and we now 
see the possibility of radical gains in airplane performance that are 
of great military significance. ‘Such gains are also attainable by a 
potential enemy. 

The increased complexity of modern high-performance aircraft 
results in greatly increased costs, whether measured in manpower or 
dollars, and places more at stake in the success or failure of the 
research upon which the superior performance of our new aircraft is 
predicated. In view of the accelerated national effort to build up air 
power adequate to our national security, scientific research should 
proceed on a scale sufficient to keep ahead of development. 
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The development of a military aircraft or missile is an undertaking 
whose complexities are not generally understood by those who have 
no intimate contact with it. The whole process from conception to 
production has some of the attributes of the birth and growth to 
maturity of a human being. In particular, airplane and man each 
require a certain amount of time for growth from one stage to the next 
and no method is known for changing the required time very much 
either by expenditure of dollars or of human effort. No matter how 
much we may desire to increase the number of men arriving at the 
age of military service in 1955, little can be done about it now; we 
are limited by the number of those who are now 15. 

Similarly, since it takes a minimum of 4 vears from the initiation 
of a project for a new airplane to the stage where a number of air- 
planes are rolling off the production lines daily, it is clear that the 
production airplanes of the next few years can only be those which 
were begun one or more years ago. 

To reason that research and the initiation of new prototypes should 
be curtailed because the end product is several years away is to court 
national disaster in the same way as would an enforced reduction in 
the birth rate. No amount of money spent later can make up for the 
research that should be done now. All who are concerned in the 
decision as to the rate at which aeronautical research should be con- 
ducted are carrying a grave responsibility for the security of the 
Nation. 

At this time, the United States is being challenged in the air from 
the other side of the world. The possession of first-rate air power by 
an unfriendly state is an ever-present threat to our national security. 
In the face of this challenge, this country is building up its air power. 
However, we could overdo it, if the period of world crisis continues 
for many years. We could exhaust our economy by the accumulation 
of great stocks of standardized aircraft that may become obsolete 
almost before they are manufactured. 

Our task, then, is twofold. As a Nation we must possess, at the 
very minimum, fundamental knowledge sufficient to enable design 
and production of aircraft and missiles superior to those of any un- 
friendly nation, and second, we must have the design and production 
facilities capable of translating that knowledge into usable quantities 
of airplanes and missiles as rapidly as they may be needed in time of 
emergency. 

These then are some of the facts considered by the NACA in the 
formulation of the 1953 estimates. 1 would like to have Dr. Dryden, 
the Director of NACA, review the general nature of the current 
research effort, and, with the aid of several members of the staff, 
describe the current state of the art and typical problems to be 
studied in 1953. 

Mr. Tuomas. That is a nice statement, Doctor. You have not 
made a single statement that this committee does not agree with 
100 percent. 

Dr. Hunsaker. Thank you. 

Dr. Drypren. May I proceed, Mr. Chairman? 

Mr. Tuomas. Dr. Dryden, will you explain to us why General 
Vandenberg is wrong? 

Dr. Drypen. If I can postpone that until we complete this general 
statement, we are prepared to go into that very fully, Mr. Chairman. 
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REVIEW OF NACA CURRENT RESEARCH EFFORT 


Dr. Drypen. During the past year, new research results and world 
events have clearly indicated both the technical possibility and the 
military necessity for quickly obtaining airplane speeds that were 
previously considered fantastic. One year ago, only research airplanes 
and a few of the most advanced military types could reach low super- 
sonic speeds. During the past year, American fighters in considerable 
numbers have repeatedly engaged enemy fighters in combat at such 
speeds, and one research airplane has flown at supersonic speeds sub- 
stantially higher than those previously attained. New research 
infermation and Communist proficiency in aeronautics, demonstrated 
in Korea, have caused the military services and aircraft industry to 
revise drastically upward the performance goals of military aircraft 
that are now in the early design stage. In the relatively new field of 
guided missiles, a number of designs are now in or approaching the 
final stages of development. 

The attamment of the required high performance of supersonic 
aircraft and missiles is largely dependent upon completion of the 
development of turbojet and ramjet power plants of high thrust per 
unit frontal area, low fuel consumption, and reduced content of 
strategic materials. Progress has been substantial during the past 
year as larger engines completed their qualification tests for produc- 
tion. Yet, in this field, as well as in aerodynamics and structures, the 
accomplishments are almost directly proportional to the effort 
invested, and many problems remain to be solved. 

The NACA is an essential partner with the aeronautical industry 
and the military in the build-up of our air power. It is NACA’s pri- 
mary responsibility to develop new knowledge to permit the develop- 
ment of new aircraft, power plants, and missiles of superior quality. 
Some of our work looks to the future to the problems of flight at 
extreme speeds and altitudes; the largest part of it is keyed to the 
problems of the aircraft, power plants, and missiles now being designed. 
With the active collaboration of designers and military project officers, 
a ‘vigorous attack is being made on the common problems of all 
designers, to provide the quantitative data to aid the designers in 
meeting specific military requirements. In addition, the NACA 
is requested by the military services to assist directly in the solution 
of specific problems on prototype aircraft now under construction 
or flying to improve them to their highest capabilities. Finally, the 
experience of actual use in maneuvers and in combat sometimes 
reveals deficiencies in production aircraft. In the correction of such 
faults; the staff and facilities of NACA can often assist. 

It has been the experience of the committee that the need for 
applied research on the key problems of aircraft, power plants, and 
missiles in process of design and for specific research on aircrait, 
power plants, and missiles under construction or flying is directly 
dependent on the number and character of military prototypes under 
development. Further, since the more rapid rate of advance in per- 
formance following the introduction of jet propulsion, a new prototype 
first gives rise to numerous general applied research projects in the 
earlier stages of design, and in the final stages to many studies of 
‘specific configurations, 
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This particular part is off the record, if you do not mind. . 

(Discussion off the record.) 

Dr. Drypen. Now, I would like to go back on the record again. . 

This is but one of the many military development projects now 
under way, which include dozens of types, helicopters, convertiplanes, 
transports, antisubmarine aircraft and helicopters, fighters of all 
types, bombers, seaplanes, turbojet, ramjet, and turbopropeller power 
plants, surface-to-air, air-to-air, air-to-surface, and surface-to-surface 
guided missiles of short and long range. 

I would rather not put the numbers which I quote to you, in the. 
record. Some of you may be familiar with the airplanes, but I would 
rather not put this detail in the record, 

(Discussion off the record.) 

Dr. Drypen. Let us look at the airplane and helicopter projec ts 
begun since the first level flight of a piloted aircraft at supersonic 
speeds late in 1947. We shall consider all projects, Air Force, Navy, 
and Army. In 1948 several projects were started. These continued 
through the succeeding years until the present time except for one 
which was discontinued in 1951. Through the lean economy years 
only a few new prototypes were started each year to embody the 
newest research results. Following Korea this deficiency began to be 
corrected and in fiscal 1951 four times as many new prototypes were 
started as in previous years. So far in the first half of fiscal 1952, the 
rate of new projects being added to the list is even higher. As in- 
dustry proceeds with the design of these new prototypes, the require- 
ment for additional research information increases. If these results 
are not forthcoming, millions of dollars and months of time will be 
wasted in expensive full-scale modification of the prototype aircraft 
and the risk of loss of the aircraft will increase greatly, because of in- 
ability to predict accurately how it will perform. 

In one of our current jet engine programs such savings of time and 
money are readily demonstrable. When the first engines available 
were installed in a new prototype aircraft, trouble was encountered 
at a moderately high altitude because of compressor surging with 
large rapid variations of engine thrust. We were asked to help, since 
we have the only facilities in which the engine can be tested under 
altitude conditions while on the ground, and we have a highly capable 
group of research scientists engaged i in the study and experimentation 
on compressors. Within a few weeks these men found an acceptable 
solution by twisting some of the compressor blades to a more efficient 
angle and making other minor modifications. The cost in money and 
time of working out a solution to the engine troubles, by flying the new 
prototype airplane with possible troubles of its own, is almost in- 
calculable. 

You just do not know how long it would take to do it by that kind 
of a process. 

INCREASE IN RESEARCH COSTS 


Let us then see where we have been going and where the estimates 
before you take us. Last year we discussed the increased costs of 
development of aircraft and missiles, and the increased costs of 
research, associated with the increasing complexity and greater num- 
ber of problems faced as the speed and altitude ranges were extended. 
To this increase must be added the inflationary changes in the value 
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of the dollar. Viewed from the other side, the cost of everything 
having to do with research has increased. Salaries have been increased 
during the past year and will proba bly have to be increased still more 
if qualified personnel are to be retained. Our turn-over rate is climb- 
ing, and most of our people who léave go to industry at salaries 
anywhere from $800 to several thousand dollars more than they get 
from the Government under present conditions. Aeronautical 
research requires electric power in large amounts, and large amounts 
of supplies and equipment. These supporting costs are greater. 
Leveling off dollar appropriations under present conditions actually 
means drastic reduction of the amount of research accomplished in 
the face of greater requirements. 

The chart shows the dollar distribution of appropriations for 1951 
and 1952, and estimates for 1953. 


PRESENT RESEARCH 


Mr. Tuomas. Dr. Dryden, I am glad you brought that chart, be- 
cause | want to know if you are not now in the same position you were 
in in World War II? 

Dr. Drypen. Exactly. 

Mr. Tuomas. Instead of being limited to basic research and organi- 
zation looking forward to future development maybe 5, 10, or 15 years 
hence you are now spending your time on specific and applied research 
and particular models of interest to the Air Force and Navy? 

Dr. Drypren. That is correct, sir. 


BASIC RESEARCH 


Mr. Tuomas. And your plan, certainly beginning in 1945 and 1946, 
was to change that method of approach and go largely into basic re- 
search, was it not? 

Dr. Drypen. During the war this line, representing specific re- 
search, expanded to about 85 percent of the total, and the result was 
that after the war we had very little supersonic and jet engine data. 
The reason I show the chart is that we are now starting down the same 
road which led to the lack of basic information on supersonic aero- 
dynamics and jet propulsion so urgently needed at the present time. 
Tomorrow it will be a lack of information on aerodYnamic heating, 
high density and high altitude aerodynamics, and so forth, when we 
need it most. Iam saying that I think I know what you have in mind. 
The committee is confronted with requests for assistance in solving 
difficulties encountered with airplanes in production and engines in 
production which are very serious. We cannot answer these requests 
by stating that our function is basic research for 10 years in the future; 
we must help to solve the immediate problems of major concern to our 
people out in Korea. 

Mr. Tuomas. The question that we are interested in is what hap- 
pened to your efforts in the 5-year period between 1945 and 1950 in 
the pure research field? 

Dr. Drypen. Well, I do not have the figures. During the war, 
until the end of the war the proportion of specific research was very 


high. 





367 


Mr. Tuomas. Assuming the war was over, for all practical purposes 
in 1945, and then we got back into another one in 1950 there is a period 
of 5 or 5 years. 

Dr. Hunsaxer. Could I mention the worries of the chairman of 
such a committee? I was bitterly assailed by the Senate Investigat- 
ing Committee at the end of the war as to the intolerable lack of 
imagination and leadership on the part of the NACA and its Chair- 
man. 

Mr. Tuomas. That criticism was unfounded. You had a problem 
that you had to solve for that day. There is no question about that. 

Dr. Hunsaker. All we did was say we are trying to win this war 
and not working on the next one. 

Mr. Tuomas. That makes sense. 

Dr. Hunsaxker. [| think any research man is subject to attack. 
What is immediately needed when there is a fire he does not have, 
and why he does not have it nobody knows. There is always an 
explanation, but the explanation leaves the attacker pretty cold. 

Mr. Tuomas. Just fill in that little interstice, the period between 
1945 and 1950 in the field of basic research. 

Dr. Hunsaker. I think | know what you mean. During this 
time, the committee having been spanked for not being away out 
ahead, we went all out for basic research in our cooperation with the 
military and industry and started work on supersonic aerodynamics 

‘and applied aerodynamics which led to the first breaking of the super- 

sonic barrier. The world’s record was broken but since it was secret 
material we could not claim our part in it very well. We started 
with research airplanes beginning in 1945 and 1946, and by 1947 and 
1948 we were away out in front. At our Wallops Island Station, 
which you gentlemen authorized us to start, we used rocket test 
vehicles, shooting rockets fitted with aerodynamic wings; we also com- 
menced our supersonic wind tunnel program. We built up the knowl- 
edge for the transsonic high speed flight which is the basis for the 
modern fighters and swept wing bombers now in great production. 
So that, in that 7-year period from 1945 to 1952 basic research built 
the foundation for our present program. 

Mr. Tuomas. We do not have a monopoly on basic research, of 
course. Other people were doing basic research too. The British, 
so we are advised, have come up with the best airplane engine known 
at the moment. The Russians took what knowledge they were able 
to get from the British and joined their basic research with the 
British engine, which the British were good enough to let them have. 
The Russians now come up, so the militarists say, and the news- 
papers, particularly through their correspondents who are over there 
in the combat theater, with the best plane.. How far are we behind 
them? Why are we in second place? 


JET-PROPULSION POWER PLANTS 


Dr. Hunsaker. | think it is fair to say that the Russians started 
in 1945 with the jet-propulsion power-plant knowledge of the Germans 
and the British. The Russians were able to get the German engineer- 
ing teams in Eastern Germany, and they were able to buy from 
England the type of power plant that Rolls Royce had at the time. 


93850—52—pt. 1 24 
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We had transferred to us the British art, and we dug into the German 
art pretty well through our intelligence teams, and in the years since 
1945 we have developed an industry in this country for jet propulsion 
power plants second to none, and I believe superior to all. On the 
other hand, there is the evidence that you quoted from the press and 
from Korea that the Russians have followed up and built on what they 
started with, the German and British power plants, but thev have 
shown us on the Yalu River only a light interceptor plane of first- 
class performance. I cannot say that is the best airplane in the world. 
It is the best interceptor on the Yalu River, because nobody else at 
all has an interceptor there. They were there, and when our present 
bombers come to the Yalu River they are in trouble with what the 
Russians have there. Our press has been surprised to discover that 
the Russians have anything at all. It is true we have a first-class com- 
bat fighter. They have shown us one type of light airplane, an inter- 
ceptor airplane of limited range. What we have in the way of inter- 
ceptors has never been discussed. 


DISTINCTION BETWEEN FIGHTER AND COMBAT INTERCEPTOR PLANE 


Mr. Tuomas. What about our fighters compared with theirs; do 
you classify them the same? 

Dr. Hunsaker. I was making the distinction between a fighter 
that goes a long way from base and does its fighting and comes home: 
from over enemy territory, and the combat interceptor type of 
fighter that does not have to go anywhere but up and shoot his bolt 
and then come down. 

Mr. Tuomas. What is the distinction between a combat interceptor 
and a fighter as such? 

Dr. Hunsaker. I suggest asking the general there. As a scientist 
and engineer I am speaking out of turn when we get to the military. 

General Purr. The interceptor type of airplane, of which the 
MIG-15 is most comparable—do you want this off the record? 

Dr. Hunsaker. I think it had better be off the record. 

Mr. Tuomas. You are dealing with a Russian plane; why should it 
be off the record? 

Dr. Hunsaker. Unless he tells about ours. 

General Putr. We can take it down and then decide as to whether 
it should be on or off the record. 

Mr. Tuomas. Yes; you be the judge of that. 

General Purr. The interceptor plane is an airplane of very high 
performance, of short endurance, and for short-range operation. It 
is the type of aircraft which would be adapted to fight in the defense 
of England, for instance, where they are merely going up from their 
base to attack or knock down a bomber. This is the type of air- 
craft the MIG-15 is. It does not bave to travel great distances, and 
it was designed as an interceptor because the Russians knew that we 
were placing a lot of emphasis on the development of our long-range 
strategic striking force, so in the defense of their country they wanted 
to throw in an interceptor of a short range with very high performance 
which results in a light airplane with a minimum amount of armament. 

Now, our military situation is different from the British one, or 
in this case different from the Russian situation at the present time. 
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We build interceptors, but the Russian MIG is what we term an 
‘air superiority fighter” and as such it is a light aircraft, and in this 
regard it has some of the characteristics of the interceptor in that it 
is a short range plane. 

Our aircraft are built for longer-range operation, attempting to 
get as much speed and altitude as we can. So that, in the case of 
the MIG-—15, versus the F-86 operation we have two aircraft which 
were designed for different purposes, but which are now being used 
for the same purpose, except that our requirements, even in the 
Korea war, are more difficult than those which the Russians have to 
meet. 

We have to go a much greater distance to meet the MIG over the 
Yalu River, and for this reason, making categorical statements that 
one air force is superior to another, or even one aircraft is superior to 
another is fraught with a lot of difficulties, particularly when you 
are dealing in the press with brief statements that can be misinter- 
preted, because all of the factors concerned cannot be given. When 
we are comparing the MIG and the F-86 it is a little like comparing 
apples and bananas; they are not the same thing, although under 
present circumstances we are having to use the F-86 as though 
it were intended to meet the same performance. 

Mr. Tuomas. All right, General. Up to this point we have fol- 
lowed you very closely, and what you have said adds up simply to 
this, that we are perhaps going to have the right type of plane neces- 
sary to do the job that needs to be done over there at this time, and 
you intimate by that language that we have something coming up 
that is going to do the job. How far in the future is it that we will 
have this plane that is going to do the job? 


General Purr. I think what I have said up to now can be on the 
record. I would like the answer to your question to be off the record. 

Mr. Tuomas. All right; let it be off the record. 

(Discussion off the record.) 


AIR FORCE INSTALLATIONS FOR RESEARCH AND DEVELOPMENT 


Mr.-‘THomas. How many installations does the Air Force now have 
for research and development? 

General Purr. I will have to count them. I think it runs on the 
order of nine, but these vary tremendously in size. One of them is a 
facility that is jointly used by the Navy, the Air Force, and industry, 
which is just a little installation on top of Mount Washington where 
we get natural icing conditions. They vary all of the way from that 
on up. 


AIR FORCE APPROPRIATION FOR RESEARCH AND DEVELOPMENT 


Mr. Tuomas. What was your appropriation for the Air Force for 
the fiscal year 1952 for research and development? 

General Purr. It was $425,000,000. Our appropriation request for 
this year, for instance, is for $525,000,000, and that is more than we 
had in either 1951 or 1952. 

Mr. Tuomas. You must have an expenditure figure of $523,000,000 
for 1952, and your estimate for 1953 is $680,000,000 on an expenditure 
basis. Can you roughly break down the amount between prototypes 





370 


used in research and development and research itself? If you can 
separate the two, do so. Your large money goes into prototypes, as 
well as [ remember. 

General Purr. That is right. Roughly I would say that there is on 
the order of $30,000,000 that goes into what we call specific applied 
research, which is not tied to any one specific prototype. 


NUMBER OF AIR FORCE WIND TUNNELS 


Mr. THomas. How many wind tunnels do you have now? 

General Purr. We have a total in the Air Force, including the 
AEDC ones now under construction, of 7. 

Mr. THomas. Do you have any power and engine facilities in addi- 
tion to these tunnels? 

General Purr. We have engine facilities, yes. One of the tunnels 
is a propulsion tunnel at Tullahoma. The major facility at Tullahoma 
is what we call an engine-test facility. It is not a wind tunnel in the 
strict sense. 

Mr. Tuomas. Do you have any research facilities for power other 
than the two I just mentioned? 

General Purr. None other than as vou can sometime apply general 
aerodynamic data that come out of the normal wind tunnel. 


RESEARCH FACILITIES FOR FUEL 


Mr. Tuomas. Do you have any research facilities for fuel? 

General Purr. A very limited amount. We depend upon industry 
and NACA mostly for fuel research. We have some laboratory-type 
facilities to be used for the testing and evaluation of fuels which has 
some pay-off on the research basis. 

Mr. Tuomas. Dr. Dryden, do you and Dr. Hunsaker have any 
further statements? 


NACA RATE OF WORK DETERMINED BY COMPETITION 


Dr. Dryprn. I would like to add one further statement. .In the 
last analysis our rate of work is determined by our competition, which 
we have been discussing to some extent. The iron curtain is very 
effective in limiting our knowledge of what our competition, that is, 
in limiting our knowledge of what NACA’s competition really is. 
We see in Korea the fruits of the research competition 5 years ago. 
Recently one of our research scientists had the unusual. experience 
which might be of interest to the committee. I would like to have 
him tell you about it. It is a pleasure to introduce Mr. John Stack, 
Assistant Director of Research at the Langley Aeronautical Labora- 
tory, who is one of the three men who thered the Collier trophy for 
the first flight of a piloted aircraft at supersonic speed. 

(Discussion off the record.) 

Dr. Drypren. Admiral Lonnquest is here, and he has to get away, 
and also General Putt. 

Mr. Tuomas. Tell us what the Navy is doing, Admiral. 
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IMPORTANCE OF WORK OF NACA TO THE NAVY 


Admiral Lonnqugst. The general scope of the work of the NACA 
and the relations between NACA and national defense has been so well 
covered by the presentation or will be covered by the additional 
presentation that I would like to limit my comments to one aspect. 
I would like to emphasize the importance which the Navy attaches 
to the work of NACA. 

First and foremost in the effort to keep our Armed Forces out in 
front with top performance aircraft, is the necessity for constant 
research in the field of aeronautics to provide the new facts upon which 
we may base our program to build better and better aircraft. And 
that, likewise, is the first and foremost function of the NACA—basic 
and fundamental research to provide new scientific knowledge without 
which our hands are tied and real progress comes to a standstill. Thus, 
the magnitude of the NACA research effort very largely determines 
the rate at which the military services and the aircraft industry can 
develop really advanced prototypes of military aircraft. The modern 
supersonic airplane is such a closely integrated achievement that the 
ultimate success of each prototype aircraft is critically dependent on 
the successful solution of every one of dozens of complex design 
problems. The NACA provides us with the know-how and the 
facilities for this job. 

It is important to recognize, also, that the magnitude of the effort 
involved in bringing out a new aircraft design is so immense that 
nowadays we can rarely afford the luxury of a hedge against failure 
by bringing through two parallel lines of development as we used to 
consider prudent with the less complicated and expensive prototypes 
of a decade ago. 

If we are going to keep up with the parade, each new aircraft 
design has got to represent a major forward step, right to the frontiers 
of seience—and each forward step has got to be right—and supported 
by the kind of research information which will insure correct technical 
decisions when we undertake a new aircraft design. If we cut off the 
steady flow of new scientific knowledge by failing to push our basic 
research programs, we are closing the door on future progress. For 
this reason, | cannot emphasize too strongly the urgent necessity for 
maximum utilization of NACA’s vital research facilities. 

Together with the Air Force, the Navy depends to a major degree 
upon the NACA for the continuous flow of scientific knowledge in the 
field of aeronautics which only the vigorous prosecution of funda- 
mental research can supply. The opportunities for new and greater 
progress from our research programs are brighter now than ever 
before, and their continued support offers the best insurance we can 
undertake for the success of our national aircraft development 
program. 


NAVAL INSTALLATION FOR AERONAUTICAL RESEARCH AND DEVELOPMENT 


Mr. Tomas. That is a nice statement, Admiral. How many 
installations does the Bureau of Aeronautics of the Navy Department 
have for aeronautical research and development now? 





372 


ApmiraL Lonnquest. We have one installation for the aerodynamic 
development program, the Taylor Model Rosie, that is engaged almost 
wholly on development problems—those aerodynamic problems which 
are peculiar to some particular phase of aircraft, in our case. 


vy 


NAVAL AIR WIND TUNNELS 


Mr. Tromas. How many wind tunnels does the Navy have—the 
Bureau of Aeronautics? 

Admiral Lonnqurst. We have the David Taylor Model Basin, 
which is where our wind tunnels are. At that station we have two 
8’ by 10’ subsonic tunnels—that is, 180 miles per hour; we also have 
one 18-inch intermittent supersonic wind tunnel. Supersonic is above 
the speed of sound, and intermittent indicates the fact it does not 
operate continuously by a blower but blows itself down from atmos- 
phere to an evacuated tank. In addition to that, we have under 
construction one 7’ by 10’ transonie wind tunnel which is expected 
to be in operation in about a year. In addition to that, the Bureau 
of Ordnance has two wind-tunnel assemblies, one at White Oaks, 
and one at Dangerfield, Tex. 

The problems at the Bureau of Ordnance tunnels are largely to 
assist in the field of what is called “‘ hypersonic” aerodynamics—namely, 
extreme speeds far above those contemplated for aircraft now-— 
and principally of interest in the field of ballistic studies. 


NAVAL INSTALLATIONS FOR AERODYNAMIC RESEARCH AND DEVELOPMENT 


Mr. Tuomas. How many installations besides wind tunnels does 
the Bureau of Aeronautics have? 

Admiral Lonnqusrst. I assume you mean having to do with aero- 
dynamic research and development. 

Mr. Tuomas. That is right. 

Admiral Lonnquest. Those we operate are almost wholly con- 
cerned with development or with testing and evaluation. These are 
the stations. At Johnsville, Pa., we have a naval development cen- 
ter which concerns itself primarily with various components of aircraft. 
It is not concerned with research; it does primarily development 
work—testing and evaluation. At Patuxent River we have a sta- 
tion whose primary mission is testing and development of complete 
aircraft and aircraft systems, like the gunnery system installed 
in aircraft, or power plants installed in aircraft. At Point Mugu 
in California we have a comparable testing and evaluation station 
for testing and evaluation of guided missiles. 


NAVAL AIR APPROPRIATION FOR RESEARCH AND DEVELOPMENT 


Mr. Tuomas. What was the amount of funds appropriated to the 
Bureau of Aeronautics in 1952 for research and development? 

Admiral Lonnqugst. $161 million in round figures. 

Mr. Tuomas. What part went for research, and what part went 
to prototypes? 

Admiral Lonnquzst. I do not have with me the figures for pur- 
chase and development of prototypes, but that was the larger part 
of our research and development expenditures. I would estimate 
about 5 percent of the total went into research work. 
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Mr. Tuomas. Of course, the Bureau of Ordnance is interested not 
one in the ordnance on aircraft but also on ships of various types. 
r. Hunsaker, do you and Dr. Dryden have any further statements? 


Dr. DrypEen. We have General Putt. He would like to be excused 
before lunch. 


IMPORTANCE OF WORK OF NACA TO THE AIR FORCE 


General Purr. I, too, would like to address my remarks to the 
importance that the Air Force attaches to the NACA’s work in rela- 
tion to our development job of providing new aircraft. 

The United States and the Air Force today find themselves in a 
critical situation with regard to the development of superior air 
weapons. The performance of those weapons which Russia has seen 
fit to commit to combat in Korea is a grave warning that in some fields 
of development our technological superiority may not be as great as 
we had thought on the basis of pre-Korean intelligence. Further, we 
would be less than smart or realistic if we assumed that those Russian 
weapons now in Korea are the best that the USSR has in their arsenal. 

The research and development budget for the services has been 
materially increased in the past 2 years to speed up the development 
of new aircraft and guided missiles. To develop these new weapons 
requires that we draw upon our fund of basic and fundamental aero- 
nautical knowledge to develop these new weapons. At the same time, 
we must replenish and speed up the acquisition of new fundamental 
knowledge so as not to bankrupt the future. 

The services are almost wholly dependent upon the NACA to pro- 
vide this foundation for our development programs. Even now 
industry is demanding design data for use on current developments 
which the NACA has not yet been able to provide under its present 
scale of effort. 

Because we have relied on them in the past, we have not now pro- 
gramed or budgeted for the research that is vital to the success of our 
efforts. If the NACA effort is not increased in some proportion to 
the increase in the services effort, the Nation’s aeronautical research 
and development program will become seriously unbalanced with 
costly gaps in our knowledge. We made this mistake in World War 
II, and this is no time to repeat any mistakes, which we know from 
sad experience is not a proper course of action to follow. 

It is with this concern and these considerations, which vitally affect 
our own capabilities to develop the superior weapons that all of you 
gentlemen wish to provide us to overcome the manpower advantages 
of the U.S. S. R., that we, the Air Force members on the NACA and 
representatives of the Air Force, support in whole the request being 
submitted to you today, and we urgently recommend your most 
favorable consideration. 

Mr. Tuomas. Thank you very much, General. That is a nice 
statement. 

Dr. Dryden, do you and Dr. Hunsaker have anything else before 
we recess for lunch? 

Dr. Drypen. I would like to have Mr. Abbott give the intercepter 
story. I told you a little about the bomber. 
(Discussion off the record.) 
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NACA PROGRAM OF RESEARCH AND DEVELOPMENT 


Mr. Tuomas. I think the record ought to be clear that the NACA 
is devoting the vast majority of its time in research and development 
of aircraft rather than guided missiles, but it ought to be clear what 
part of your time, if it can be so stated, you are devoting to the build- 
ing of guided missiles, because certainly the field of guided missiles is 
going to be a tremendous field. 

Dr. Hunsaker. I would rather have the record show that the aero- 
dynamic and propulsion aspects of both manned and unmanned air- 
craft, including missiles, are employing a substantial portion of our 
staff and facilities. But 1 am unable and also, perhaps, a little un- 
willing to publish the figure which shows how much does on each one. 
I believe that would not be in the public interest. 

Mr. Tuomas. All right. 

Your statement, Mr. Abbott, was very, very interesting, and we 
thank you a million times. 


NACA Bupcet PRESENTATION 


Mr. Tuomas. Gentlemen, I certainly want to compliment you 
gentlemen on this budget. It is well put together, and it is clear. 
I think it is by far the best one we have seen this year. 

Mr. Reporter, at this point will you please put in the record a table 
showing the number of employees from 1941 through 1953, and also 
pages 10 and 11 and follow those up with the table on page 12. 


AVERAGE NUMBER OF EMPLOYEES 1941-53 


(The matter referred to is as follows:) 
Average number Average number 
Fiscal year: of employees | Fiscal year—Continued of employees 

1941 = at 844 1948___- Le RE 5, 971 
1942_ yeas PEE: . 16327 [OGes 2. ot. Riegee _. 6, 800 
| iiisabs . 2, 765 1950__ 
1944_____ ‘ gr) . 4,494 | re 
1945_ eg) lake ai spe, Shy AE 1952 (estimate). _____._____ 7, 600 
1946_ é . 5, 453 1953 (estimate)___________ 8, 260 
Sees Li Steals: suc. 1S) B68 





Summary, Fiscat YEAR 1953 EsTIMATES 


Salaries and expenses —Funds in the amount of $54,334,000 are requested for 
salaries and expenses for the fiscal year 1953. This sum will provide for operation 
of the NACA headquarters in Washington, D. C.; three major research labora- 
tories at Langley Field, Va., Moffett Field, Calif., and Cleveland, Ohio; the 
Pilotless Aireraft Research Station at Wallops Island, Va.; the High-Speed 
Flight Research Station at the Edwards Air Force Base, Edwards, Calif.; the 
Western Coordination Office at Los Angeles, Calif. and the Wright-Patterson 
Coordination Office at the Wright-Patterson Air Force Base, Dayton, Ohio. 

The amount requested for the fiscal year 1953 represents an increase of $3,684,- 
000 over the amount required for the fiscal year 1952. In summary, the requested 
increase is necessary to provide personnel, supplies, equipment, and other services 
for the operation of new major research facilities to be completed during the 
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fiscal years 1952 and 1953, and for the more intensive utilization of existing 
facilities which are engaged in solving the most critical problems of transonic and 
supersonic flight. More specifically, the increase is required— 

(1) To permit the full-year employment in the fiscal year 1953 of the 
anticipated June 30, 1952, staff of 7,803 employees. 

(2) To permit an increase in staff during the fiscal year 1953 of 797 posi- 
tions, which will provide a total of 8,600 positions by June 30, 1953. 

(3) To provide additional electric power, supplies, equipment, and support- 
ing services for use in operating new facilities and in extending the operations 
at certain existing facilities. 

Detailed analyses and justifications for each object of expenditure under the 
salaries and expenses appropriation are presented immediately following this 
general statement. Summary sheets are included at the end of the section on 
salaries and expenses showing actual and estimated obligations for each laboratory, 
station, and office for the fiscal years 1951, 1952, and 1953. 

Construction and equipment.—To discharge its responsibilities in conducting 
scientific aeronautical research, the NACA must design and construct at its 
laboratories and stations the special research facilities required for solution of the 
problems of flight. Funds for this purpose are provided under the ‘‘Construction 
and equipment” appropriation. 

Insofar as possible, it is proposed to meet the changing needs for research 
facilities by a continuing program of modernization of existing facilities. This 
policy has been followed in the estimates for the fiscal year 1953. The proposed 
new projects include the conversion of the Langley 19-foot pressure tunnel for 
dynamic model testing at an estimated cost of $8,955,000; an increase in the 
capacity of the high-pressure air supply and distribution system at the Lewis 
Laboratory at an estimated cost of $1,642,000; and the expansion of air facilities 
for full-scale jet engine research at the Lewis Laboratory at an estimated cost of 
$4,950,000. The high-temperature structural research laboratory proposed for 
construction at the Langley Laboratory at an estimated cost of $4,153,000, is 
required to investigate the problem of loss of structural integrity due to aero- 
dynamic heating (air friction) of metal structural parts under very high-speed 
flight conditions. 

The 1953 construction program totals to $19,700,000. Continuing the pro- 
cedure used with respect to the 1951 and 1952 construction programs, a request 
for the necessary authorizing legislation for the 1953 program will be submitted 
to the Armed Services Committees of the Senate and House of Representatives 
in order that their consideration of the program will proceed concurrently with the 
studies made by the Appropriations Committees. 

Additional funds in the amount of $1,000,000 are required to continue the 
liquidation of contractual authority provided in prior years, bringing the total 
construction and equipment appropriation requested for the fiscal year 1953 
to $20,700,000. 

Detailed justifications of the construction projects proposed for the fiscal year 
1953 are presented in the construction and equipment section of this booklet, 
following the section on salaries and expenses. 
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Analysis of appropriations and estimates, fiscal years 1952 and 1953 





ie ta 


Fiscal year 
1953 


Changes, 
increase (+) 
or decrease 





Salaries and expenses: 
Personal services: 
Continuing employment: 
Number of positions 
Annual cost 


Net cost 

Part-time and temporary positions 
Pay in excess of 52-week base 
Payment above basic rates 


Total, continuing employment 


New positions requested: 
I hig eran cin ceavee nace 


SORE OE S05 2h a a a 


OG iis tee handed dn cheanres node wivneien | 


Pay in excess of 52-week base____......-....-..-.- 
Payment above basic rates___ 


Total, new positions requested 


Total, personal services 
Other expenses: 
Travel 
Transportation 
Communication 
Rents and utilities 
Printing and reproduction 
Other contractual services. __...........-.-.--.- Sains 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities......._._..._______- 
Taxes and assessments 


Total, salaries and expenses 


Construction and equipment: 
Langley Laboratory 
Ww allops Island Station. _._..._.--- 
Edwards Station... 
Ames Laboratory 
Lewis Laboratory 


_ Total obligational authority 
Applied to prior contract authority 


Total, construction and equipment 


Total, appropriated and estimated 


7, 803 
$36, 131, 194 


7, 803 
$36, 491, 194 





35, 367, 196 
10, 000 
140, 000 


’ 











35, 897, 196 


| $216, 143 
































+13,.050, 000 
— 10, 700, 000 





+2, 350, 000 








+6, 034, 000 








1 Includes $1,400,000 in npr 1952 supplemental for pay act increases. 


REQUESTED APPROPRIATION* 1953 


Mr. Tuomas. I note the committee had 7,803 positions in 1952, 
and it wants a 797 increase for 1953 making a total of 8,600 positions. 
The personnel cost was $35,681,053 for 1952, ind that is increased to 


$38,192,000 for 1953. 


For salaries and expenses in 1953 you want $54,334,000, which is 


an increase of $3,684,000 over 1952. 


‘Regarding the construction and 


equipment program you have an increase of $2,350,000 over 1952, 
which makes a total for this program of $20,700,000, minus $1,000, 000 
which is for unliquidated contract authority. 





oOoioQo: ev’ *Uw~ 


0 
0 
0 
0 


CONTRACT AUTHORITY 


I was not able to get from your tables in the justifications the amount 
of unliquidated contract authority. What is the total of your un- 
liquidated contract authority for construction? 

Mr. Utmer. $4,216,324. 

Mr. Tuomas. Outstanding? 

Mr. Utmer. Yes; not including the $1,000,000 requested for 1953. 

Mr. Purturps. Does the pow show what years the contract au- 
thority was provided or is it all of the current year? 

Mr. Uumer. It is shown in the table on page 116. 

Mr. Tuomas. The last contract authority was in 1951 fiscal year 
in the amount of $11,000,000. 

Mr. Umer. Yes; that was for the 1951 program. 

Mr. Purtuures. Did you get it in the regular budget? 

Mr. Unter. Yes sir. 

Mr. Tuomas. Was the $11,000,000 in the 1951 program the last 


contract authority you had? 


Mr. Utmer. Yes, that is correct. 

Mr. Tuomas. Is there any outstanding contract authority beyond 
1951? 

Mr. Uumer. No sir, the $4,216,324 figure that I mentioned applies 
entirely to the 1951 program. 

Mr. Tuomas. How are you progressing with that program? 

Mr. Utmer. The majority of the items have been contracted for, or, 
will be very shortly. The biggest project in that program is the 
modification of the Ames 16-foot high-speed wind tunnel to provide 
it with the transonic throat. 


COST OF SALARY INCREASES 


Mr. Tomas. This budget shows salary increases for 1952 with 
amount of $1,400,000, is that correct? 

Dr. Drypen. That is a prospective item in the supplemental. 
We are absorbing another $500,000. 

Mr. Utmer. Yes; over $500,000. 

Mr. Tuomas. You are absorbing $500,000? 

Dr. DrypeEn. Yes, sir. 

Mr. Tuomas. Your total salary increases, then, was approximately 
$1,900,000, and you are absorbing about $500,000, and you will be in 
here during the fiscal year 1952 for a supplemental of $1,400,000? 

Mr. Umer. Yes, sir; that is correct. 


PERSONAL SERVICES 


Mr. Tuomas. Mr. Reporter, insert at this point in the record the 
table on page 15 which gives a breakdown of personal services. 
(The matter referred to is as follows :) 
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Fiscal year 1951, Fiscal year 1952, Fiscal year 1953, 
obligated estimated estimated 





tions tions tions 








| Posi- | Cost Posi- Cost Posi- 
pa len 
Analysis by location: 

ACA headquarters............| 172 $835, 673 $972, 178 | = $1, 014, 000 
Langley Laboratory 3, 254 12, 987, 584 14, 943, 3, 622 15, 925, 000 
Wallops Island Station. __. 76 276, 314 309, 80 321, 600 
Edwards Station. _._._.._... | 181 627, 528 906, 6 333 1, 265, 000 

Ames Laboratory...........--.-| 1,283 5, 090, 380 5, 853, 950 6, 165, 000 
Western coordinating office _| 2 12, 975 2 14, 392 14, 800 
Lewis Laboratory 2, 735 | 10, 786, 010 12, 669, 852 13, 475, 000 
Wright-Patterson i 
nating office 2 | 8, 302 





11, 600 





Totals, all locations 7,705 | 30, 624, 766 | 





38, 192, 000 





Analysis by types of services: | 
Number of permanent positions 
Less position lapses. ...........- 





Average number of permanent | 
positions | 








Annual cost of permanent posi- 


et aT ne POE A Fobiaknere 32, 682, 192 36, 131, 194 39, 875, 194 
ee A Sa ae ae eae , 2, 350, 386 934, 765 2, 233, 194 





Net cost of permanent positions.|_. ....-| 30,331, 806 35, 196, 429 37, 642, 000 
Part-time and temporary | | 
positions... .___- a oe} a 7, 547 
Pay inexcess of 52-week base _|........|.-.....----.-- 
Payment above basic rates__|___..---| 285, 413 335, 674 


a | 











Totals, all personal services - | A | 30, 624, 766 35, 681, 053 











EMPLOYMENT 


Mr. Tuomas. For NACA headquarters in the District of Columbia 
you had 178 people for 1952, and rqeuest the same number for 1953. 

For the Langley Laboratory for 1952 you had 3,265 people, and for 
1953 you are requesting 3,622. 

For Edwards Station you had 258 people for 1952 and you are 
requesting 333 for 1953. For the Lewis Laboratory you had 2,741 
people for 1952 and you are requesting 3,008 for 1953. 


ADDITIONAL PERSONNEL BY LOCATION 


Briefly, how are you going to use 797 additional employees? 

Dr. DrypENn. That is shown on page 16 by categories. 

Mr. Tuomas. I know, but your words are not too convincing when 
I read them. We will insert paragraphs 1, 2, and 3 on page 16. That 
is a breakdown of the new employees by location? 

Dr. Drypen. Yes, sir; that is correct. 

(The matter referred to is as follows:) 
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The major factors entering into the need for additional personnel for the fiscal 
year 1953 are summarized jbelow : 

New 
positions 
required 
1. Completion of the staffing of new facilities placed in operation during 

the fiscal year 1952: Langley Laboratory ae 
. Initial staffing of new facilities to be placed in operation during the fiscal 
vear 1953: 
Langley Laboratory 
Ames Laboratory 
Lewis Laboratory - 


Total. : 
Increased utilization of certain critical research facilities: 
Langley Laboratory. -- 
Wallops Island Station 
Edwards Station___ 2 : 75 
Ames Laboratory : : at: pewrs 46 
Lewis Laboratory . - Heese ies : ewe 262 
COTE. 3 ore Pol, arth. Coke ee donee 3, oA PSS Mii e 526 


Total new positions required. ________- : set 797 


In the fiscal year 1953 it is proposed to complete the staffing requirements for 
the 8-foot transonic tunnel and the gas dynamics and internal flow laboratories 
at_ the Langley Laboratory; 178 new positions are requested for this purpose. 

The new landing loads track at the Langley Laboratory will be completed dur- 
ing the fiscal year 1953, and will require an initial staff of 39 employees for the 
breaking-in and calibration period. The beginning of operations in the new heat- 
transfer and low-density apparatus at the Ames Laboratory will require the advii- 
tion of 49 positions, and the operation of the new hy drogen liquefaction plant at 
the Lewis Laboratory will require the services of 5 additional personnel. 

The proposed increased utilization of certain critical research facilities at all 
NACA laboratories and stations is required to meet the demands upon the NACA 
for the solution of problems at the rate required by the military services to support 
the expanding program of military aircraft development. A total of 526 additional 
employees will be required for these purposes. The most important of the facil- 
ities for which increased utilization is contemplated are as follows: 


Langley Laboratory: 
16-foot high-speed tunnel 
4-foot, supersonic pressure tunnel 
Dynamic loads laboratory 
Structures research laboratory 
Flight. research 
Wallops Island Station: Pilotless aircraft research 
Edwards Station: High-speed flight research 
Ames Laboratory: 
6- by 6-foot supersonic tunnel 
1- by 3-foot supersonic tunnel 
1- by 134-foot transonic tunnel 
2- by 2-foot transonic tunnel 
Flight research 
Lewis Laboratory: 
8- by 6-foot supersonic tunnel 
Engine research building facilities 
Materials and stresses laboratory 
Propulsion sciences laboratory 
Rocket laboratory 
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CURRENT EMPLOYMENT 


Mr. Tuomas. From looking over your charts I do not see how you 
are going to absorb any more employees. Are you not bulging at the 
seams now? 

Dr. Drypen. No, far from it. 

Mr. Tuomas. How many did you have on the payroll as of Janu- 


ary 1? 
Mr. Umer. I have the figure as of January 14, which is 7,453. 


EFFECT OF JENSEN AMENDMENT 


Dr. Drypen. I thmk you may remember the effect of the Jensen 
amendment was to cause a decline for a while since people who left 
our service could not be replaced for quite a while. Our employment 
dropped as a result of the Jensen amendment, and we are now recov- 
ering somewhat from that. 

Mr. Tuomas. Well, as Dr. Hunsaker pointed out this morning, one 
of your many problems is securing the type of people you want. You 
are understaffed now 350-odd jobs; are you not? 

Dr. Drypen. This is purely to avoid running into any deficit this 
year by building up at a rate which will not exceed the money that 
we have available for personnel expenses this year. We have been 
building back the staff to the authorized figure at a somewhat con- 
servative rate because we have had to absorb over $500,000 of the 
pay act costs. 

NACA HEADQUARTERS 


Mr. THomas. I was noticing your charts which tell the story fully 
and quickly. Take your headquarters, I notice that there is a par- 
ticular and marked similarity between NACA and the armed services. 

Dr. Drypen. What is that, sir? 

Mr. Txromas. It is said of the armed services that all of the generals 
and admirals are in the headquarters at Washington rather than in 
the field or on a ship at sea with the fleet. I notice you also have a 
big staff and your highest salaried employees here in the District of 
Columbia, and certainly not in the field at your two big laboratories 
where each have over 3,000 people. The figures for your top people 
in the field are not comparable to your headquarters. I checked them 
over and I find that 65 people out of a total of 178 in the District of 
Columbia are doing housekeeping and other services, which is far 
too high. 

Dr. Drypen. I do not understand what you mean by doing house- 
keeping services. 

Mr. Tuomas. I will read them to you. You have three people in 
the Budget Division. 

Dr. Drypen. Yes, sir. 

Mr. Tuomas. You have 13 in the Procurement and Contract 
Division; 15 in Fiscal; 10 in Correspondence and Files; 10 in Adminis- 
trative Services; 3 in Security; and you have 11 in your Personnel 
Division. 

Dr. Drypen. Yes, sir. These are the people, of course, who carry 
the administrative responsibility for the whole Agency. 
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Mr. Tuomas. Oh, no. We are going to turn to your other table, 
to your laboratories, and you will find that you have them in the 
same proportion in the field. 


LANGLEY AERONAUTICAL LABORATORY 


Take, for instance, the Langley Aeronautical Laboratory. Under- 
stand, we are going to give you whatever you need, because we think 
this work is just as important as you do, but we do not want to have 
people falling out of the windows and running all over the place. 

Dr. Drypen. I can asure you that there is nobody falling out of 
the windows at 1724 F Street. 

Mr. Tuomas. You have 40 in the Personnel Division; 86 in the 
Procurement Division; you have 50 in the Fiscal Division; and you 
have 169 in the General Services Division. So, you do not do all 
of the work in Washington for them, do you? 

Dr. Drypen. No, sir. As far as procurement is concerned pro- 
curement policies and procedures are set in Washington. The ordi- 
nary procurement business of the laboratory is handled directly by 
the laboratories; the Washington group is a policy and watchdog unit. 


LEWIS LABORATORY 


Mr. Tuomas. Referring to your engine laboratory in Cleveland, 
tell us briefly how you are going to use these extra people; generally, 
what are their jobs going to be, and how do you break down your 
wage-board employees at your three laboratories compared to your 
regular civil-service employees? 

wr. Drypen. Let me first say that Mr. Stack mentioned the gas- 
dynamics laboratory which Congress approved some 3 or 4 years ago, 
which is now completed and going into operation this fiscal year. 
This is an example of a facility which requires additional people to 
operate the equipment itself, and to carry on these observations. 

At the Lewis Laboratory the propulsion-sciences laboratory comes 
into operation during 1953. ‘The numbers required to staff these and 
similar facilities are given in the tables. There were some facilities 
placed in operation in 1952.and others come into operation in 1953. 
The total staff for facilities placed in operation during 1952 is 178 at 
Langley Laboratory. For the facilities which come into operation 
during 1953 at our Langley, Ames, and Lewis Laboratories, it totals 93. 


BASIS FOR PERSONNEL INCREASE ESTIMATE 


Mr. Tuomas. Doctor, we read those figures. Just what are these 
eople going to do? How do you arrive at that number, and so 
orth? Who makes up these estimates; you do not make them up; 

do you? 

Dr. Drypen. The estimates are made at the laboratories, and I 
can assure you that the figures they submit are always higher than 
the figures you see, not only because of some decreases made by the 
Bureau of the Budget but because of modifications that we ourselves 
make. Our requirements can be determined only on the basis of 
experience in similar operations. 
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The gas-dynamics laboratory involves experimentation on the flow 
of high-speed jets. It takes people of all sorts of trades and skills. 
It takes professional people of tig experience to plan the experi- 
ments, and to decide what is worth doing, and it takes junior pro- 
fessional people to actually make the observations and make the 
peo jaar and to prepare the reports on the work that is com- 
pleted. 

We can, of course, in any case give you the figures as we see them 
now. They are based on experience gained in operating similar 
types of equipment. Over a considerable period it is pretty easy to 
make estimates of the relative numbers of various types of people 
that we need to carry out a certain type of operation. 

You will notice that 526 of these 797 positions are for making better 
use of facilities such as the altitude tanks I referred to in connection 
with engine problems. We have about 12 or 14 facilities which are on 
a two-shift basis now, and as required they occasionally carry on three- 
shift operations. There ate comparatively few in which there is only 
a one-shift operation. 

The facilities that we regard as critical are the ones which are listed 
on page 17, the ones dealing with supersonic and transonic speeds, 
with some of the structure problems and the dynamic-loads problems. 
The ones which are not listed are such facilities as low-speed wind 
tunnels which we are working on landing speeds and similar porblems 
on helicopters. So, we are asking for greater effort and ability to get 
more engines studied in the altitude facilities, to do more work on the 
replacement of strategic materials, on turbines, on high energy fuels, 
and on supersonic aerodynamics in general. Mr. Abbott mentioned 
the stability program. 

Mr. THomas. When you jump from 2,741 to 3,008 in one installa- 
tion, you have a lot of people there. 

Dr. Drypen. That is an increase of 267. 

Mr. Thomas. You have 2,741 to start with. That is a whole lot of 
manpower, and if you get full utility of them you have really got 
something; have you not? 

Dr. Drypen. It is a large effort, and I think we are using the people 
as efficiently as we know how to use them. Of these additional 200 
and some people at the Lewis Laboratory, perhaps 50 or 60 will be 
professional people. The others will be wage-board employees and 
will work in the shops and in the set-up’s in the wind tunnels. The 
ones, of course, who are hard to get are good professional people. They 
are in short supply. We are hiring people to keep ahead of our turn- 
over, and are slowly building up to the level authorized for this year. 

Mr. Tuomas. I read your organization charts on all three of your 
laboratories with much interest: 

Dr. Drypen. Yes, sir. 


EMPLOYEES IN THE LEWIS LABORATORY 


i 


Mr. Tuomas. Now, in the Engine Laboratory, for the executive 
offices you have eight people. Then you have, in the Office of the 
Chief of Research, 14. hat is an administrative job; is it not? 

Dr. DrypveENn. This is the technical side of the organization. The 
Director is responsible for the operation of the laboratory. 
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Mr. Txomas. Then you have an Office of Administrative Manage- 
ment, where you have nine. 

Dr. Dryprn. These are the people who manage personnel procure- 
ment and fiscal matters. 

Mr. Tuomas. In the Office of the Chief of Service you have 20. 

Dr. Drypen. I can very well understand, Mr. Chairman, how with- 
out making an actual visit to a laboratory you might not appreciate 
what this means. We have a very large amount of machinery, such 
as air compressors, exhausters, and combustion devices of various 
sorts, and an enormous plant with very large amounts of power 
involved. The mechanical work which is done on a jet engine is of 
very high quality, and it also requires rather expensive machinery. 

Mr. Tuomas. Well, Doctor, about two-thirds of your workload is 
ancillary to research. Then you have a unitary plan design group 
with 21 people. 

Dr. Drypren. That is a group which is responsible for spending 
$30,000,000 of the $75,000,000 that your committee authorized a few 
years ago. 

Mr. Tuomas. Then you have a Research Services group with 152 
people. What do they do? 

Dr. Drypen. This includes a centralized pool of data computers. 
Instead of having each section with a half dozen people to work out 
their numerical data, who may not have a constant workload, vou 
put all of the computers in one place, and then have the various 
research sections draw from this pool to carry on their work. There 

also in that group a library unit in charge of the collection of 
documents, and books, which are essential to any research operation. 

Mr. Puiuurps. Is this what you are doing, or what you hope to do? 

Dr. Drypen. This is what we are doing. This is the organization 
chart on chart 4. 

Mr. Tomas. Then you have another Research Division, Fuels 
and Combustion Research Division, and there you have 120. Then 
you have a Compressor and Turbine Research Division, with 139. 
A Materials and Thermodynamics Research Division with 140 in it, 
an Engine Research Division with 136. You also have a Physics 
Research Division with 207 employees, and a Research Reports 
Division with 112. 

Dr. Drypen. I think, sir, if we could have the privilege of having 
you or some of the members of the committee visit one of these 
laboratories the work of these groups would be clear to you. 

Mr. Tuomas. There is also a Supersonic Propulsion Research 
Division with 96 employees. So, you have 14, 21, 120, 140, 207, 
152, 139, 136, 112, and 96 people engaged in research, and then the 
remainder of the employees are serving the researchers in various 

capacities. In your Plant Operations Division you have 237; in the 
Facilities Engineering Division you have 49, and in your Mechanical 
Services Division you have 519. 

A good many of these are wage-board employees? 

Dr. Drypen. That is correct. The Lewis Laboratory operates a 
very large mechanical plant, and I think if you actually went into 
some of the machinery there and saw what was going on you would 
get a better understanding of what the manpower figure means. You 
do not find such extensive installations at the other laboratories. 


93850—52—pt. 1 
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Mr. Tuomas. IT have been in some of your other laboratories, but 
I have not been in this one. 

Dr. Drypen. They do not have quite as complex an assemblage of 
machinery as the propulsion laboratory has. 


TRAVEL 


Mr. Tuomas. Mr. Reporter, will you insert page 27 of the justifica- 
tions at this point in the record. 
(The matter referred to is as follows:) 





—— 
Obligated, Estimated, | Estimated, 
| fiscal year | fiscal year 
1952 | 1988 





Analysis by location: 
NACA headquarters } $145, 000 | $142, 000 
Langley Laboratory ---...........-.-- Disses SA AIR. 7 He » 07 7 66, 400 | 67, 000 

Wallops Island Station 1, 600 | 2, 000 
Edwards Station......._. Se : * } , 11, 000 | 11, 500 
Ames Laboratory ‘ pamdubmand 40, 00 
Western Coordination Office-- peGeipaip py. de anabal 1 204 1, 600 | 1, 600 
Lewis Laboratory. _- pit AEE Ss, . 54, 100 | 55, 000 
Wright-Patterson Coordination office __- Sa | 533 900 | 900 





ORNs Gls BOUIN Sod ng Uiicios ckdicnnnchwok 258, 320, 000 320, 000 





Analysis by types of travel: 
Research travel: 

NACA committee and subcommittee meetings... 96, 448 122, 270 | 118, 095 

Research coordination activities: | 
NACA research coordination 33, 831 44, 285 | 48, 300 

Coordination with other Government research ac- | 
titvities___. SL pdabeekes date 21, 694 2, 650 | 30, 650 
Coordination with manufacturers....-__- a. 31, 231 40, 300 | 43, 005 
Coordination with universities 4,094 | 5, O80 6, 100 
Meetings of technical and scientific societies ‘ } 13, 458 | 15, 525 | 15, 300 
Temporary assignments and transfers... ¥ | 19, 339 j 21, 950 | 19, 200 
Travel of consultants... .._._- IGE RES rg a 2, 523 | 2, 600 | 2, 900 





Total, research travel. ER RE 222 618 } 281, 660. | 283, 550 


Administrative travel: 

Inter-NACA meetings, conferences, and visits: 
Executive and policy matters. SE PATE AT EST 9,963 | | 
Personnel 4,199 4,015 4, 000 
Construction and procurement... .._.-~-- ait ‘ 4, 022 5, 900 5, 500 
Budget and fiscal d Se ada spa OH cal 2,012 | 3,425 2, 500 

Other administrative travel: | i 
Recruiting SRS SRC oe oe oO EL ee Blas Oe ee 8, 935 | 6, 900 | 7, 000 
Expediting OS AES 1 } 5, 833 | 6, 600 | 7, 500 
Outside meetings, conferences, and visits & 768 | 950 | 950 


Total, administrative travel Tend 88, 732 2 28, 340 | 36, 450 


Total, all types of travel. -__- p | 258, 350° “i ~ 320, 000 | ‘ ~ 320, 000 





OTHER OBJECTS 


Looking at your other objects you have ‘Travel,’ $320,000 for 
1953, which is no increase over 1952. For ‘“Transpor tation of things,’ 
you are ponpeniene $140,000 for 1953, which is an increase of $1,050 
over 1952. For “Communication services”’ you are asking for.$145,000 
for 1953, an increase of $3,835 over 1952. For “Rents and utilities 
services” you are requesting $3,792,000 for 1953, which is an increase 
of $455,114 over 1952. 

For ‘Printing and binding” you are asking for $117,000 for 1953, 
which is the same as last year. 

For “Other contractual services’ you are requesting $2,675,000 for 
1953, which is an increase of $21,650 over 1952. For “Supplies and 
materials’ you are asking for $5,800,000 for 1953, an increase of 
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$260,760 over 1952. For “Equipment’’ you are asking for $3,000,000 
for 1953, which is an increase of $340,444 over 1952. 


RENTS AND UTILITIES 


Utility rates are something you have very little control over. On 
“Rents and utilities’ 1 believe you use the figure of 88 percent in your 
justification as the amount that goes for your electrical bill, and the 
other 12 percent is made up of some three or four small items. Why 
is there such a large increase in your electric bill? 

Dr. Drypven. This is for the large equipment now coming into use, 
and for the three-shift operation I spoke of. 


OTHER CONTRACTUAL SERVICES 


Mr. TuHomas. Now,.you have “Other contractual services.” The 
estimate for 1953 is $2,675,000, which is a $21,650 increase over last 
year. Asl remember, you have $800,000 in these for contract research 
programs, and $280,000 for payments for services performed by other 
agencies. The latter is for services performed by the Bureau of 
Standards, and what are the other agencies? One of them was the 
Navy Department, as I remember. 

. Mr. Utmer. The complete list is on page 68, sir. 

Dr. Drypren. The Navy Department is the largest item. That is 
work done for us principally at the Navy Yard at Norfolk, some shop 
work requiring their large machines that we do not have. 

Mr. Tuomas. You have everyone from the Government Printing 
Office on down to the Navy Department performing services for vou 

Dr. Drypen. The only thing at the Government Printing Office 
was $4 in 1951. 

Mr. Utmer. To sharpen a knife, yes. 

Mr. THomas. The Atomic Energy Commission will receive $1,500 
the Air Force $1,500, the Bureau of Standards $15,000, the Navy 
Department $54,450, the Department of Commerce $5,000, and the 
General Services Administration, $2,000. 

Mr. Puitures. This is only in the case of actual services? 

Dr. Drypen. That is right. : 

Mr. Puitures. You also pay other departments for power? Some 
of that goes to a Government agency? 

Dr. Drypen. Our power contracts are all with private power 
companies. 

Mr. Puinures. And none of them are with Government agencies. 

Dr. DryprEn. No, sir, 

Mr. Puiuurps. Is there any Government agency to whom you pay 
money, as you might buy power, and which is not on this list? 

Dr. Drypxmn. No; that is what this list is, direct service. 

Mr. Tuomas. The Bureau of Standards has been working on a 
specific problem for you? 

Dr. Drypen. There are two items there, one for research investi- 
gations at the top of the table on page 68, and $15,000 for direct 
services. The Bureau of Standards prepared special fuels which they 
had facilities for making, hydrocarbons. Another service was to put 
ceramic coatings on parts of jet engines used in tests. 

Mr. Puiuuips. You testified to that in previous years. 

Mr. Crowuey. An additional one would be computing services 
which the Bureau of Standards can do for us. 
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Mr. Utmer. Yes, sir; and they refinished some optical glass for us. 

Mr. Tuomas. I notice you are going to rent IBM machines to 
compute some information. 

Dr. Drypen. That is right. 

Mr. Tuomas. For what services are you paying the Navy Depart- 
ment $54,450? 

Dr. Drypen. This is mainly shop work in the Navy yards where 
we do not have machinery big enough to handle it. 

Mr. Tuomas. At Mare Island? 

Dr. Drypren. No; at Norfolk, which is across from Langley Field. 

Mr. THomas. Mare Island is not very far from you either. 

Dr. Drypren. No, not from the Ames Laboratory.. There may be 
some items that could be made there. 

Mr. Utmer. There are; we are using their yard too. 

Mr. Tuomas. Why should not the Navy absorb that cost for you 
when you are doing a lot of work for them? 

Dr. Dryprn. For ordinary shop work or services we pay for it. 
We get the work done there because they have special facilities for 
doing it, not available commercially. 


POWER FOR LANGLEY FIELD 


Mr. Anprews. What has developed on your power situation at 
Langley Field? Did the action of the Congress during its last session 
help you? 

Dr. Drypren. We have entered into a satisfactory agreement with 
the local power company to supply our increased needs. The required 
transmission line is being installed by the power company at no 
expense to the Government. We are most grateful to the Congress; 
their action was of great assistance in our efforts to negotiate a mu- 
tually acceptable contract with the power company. 


REPAIRS AND ALTERATIONS 


Mr. Tuomas. What are these expenditures for repairs and altera- 
tions? They run into money totaling $1,350,000, and you have major 
alterations every year. Just what is the nature of them? 

Dr. Drypen. There is a list of the actual manner in which the 
money was spent. 

Mr. Utmer. That is on page 51. 

Mr. Tuomas. Yes, it is here, but tell us about it. 

Dr. Drypen. There is a list by laboratories, of the major projects 
in 1951, and the estimated amounts for 1952 and 1953. 

Mr. Tuomas. What I do not understand is why a wall is knocked 
down this year and rebuilt next year, and so forth. 

Dr. Drypen. These are not of that type. In 1951 there was the 
installation of temperature and humidity controls for a hypersonic 
wind tunnel test chamber, $20,523, and there was $25,670 to provide 
alterations to the 16-foot high-speed wind tunnel for additional office 
space. There was the replacement of an underground cable. There 
was the erection of a safety enclosure for the helicopter tower, air 


conditioning of instrument room in the structures laboratory, repairs 
to the main drive motor of the 8-foot high-speed tunnel, fencing of 
restricted area for security purposes, $40,368, and painting of struc- 
tures, $20,729. Those are all in 1951. The painting in 1953 is 
estimated at $40,000. 
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Mr. Tuomas. At least one-third of your other contractual services 
certainly overflow into and are mixed up with supplies and materials 
and equipment, and the three items together are over $8,000,000. 
You give them a heading, but when I analyze them I cannot see any 
difference between them. 

Dr. Drypen. These are matters of definition that have been worked 
out with the Bureau of the Budget. I do not know that I can spell 
them out. The Bureau of the Budget has worked out very detailed 
rules for when something belongs in one or the other of these 
categories. 

Mr. Utmer. Any items included under object 07, Repair and altera- 
tions, are items contracted for with outside concerns; supply items 
are items expended in the operations, and equipment items are in the 
same general category except they are not expendable. They increase 
the plant value. 

Mr. Tuomas. In other words, it is how you get them and how you 
use them. It has nothing to do with the item itself, whether it is 
supply, equipment, or other contractual services? 

Mr. Umer. It is purely a matter of definition. 


INVENTORY OF MATERIAL 


Mr. Tuomas. What is your inventory of material on hand in your 
installations? Do you have a breakdown? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. When did you make that? 

Mr. Utmer. The last inventory was made as of June 30, last year. 
I think the inventory total for the organization is about $1,500,000. 


Mr. Tuomas. That is correct. It is about $1,500,000, I believe. 
In addition you had material on order that was not received. 

Mr. Umer. That is about right. 

Dr. Drypen. The table is on page 69. 

Mr. Uiacan: At the end of the fiscal year 1952 the inventory is 
estimated at $1,500,000; at the end of the fiscal year 1953 it is esti- 
mated at $1,450,000. 

Mr. Tuomas. That is, for all your installations? 

Dr. Drypen. Yes, for all installations. We do not have it broken 
down by installations. 

Mr. Utmer. We can put that information in the record. Those 
amounts are not large, Mr. Thomas. Our inventory amounts to about 
a 3-months supply. 

(The matter referred to is as follows: ) 


Inventory for supplies and materials 





Actual, end | Estimated, | Estimated, 
of fiscal end of fiscal | end of fiseal 
year 1951 year 1952 | year 1953 


NACA headquarters $7, 454 | $6, 500 | $6, 500 
Langley Laboratory. --__- EES herds 584, 245 | 530, 000 | 595, 500 
Wallops station seven ean nae ete 182, 099 | 180, 000 | 165, 000 
NE EGS SSE kde eae ae : 36, 600 | 35, 000 | 55, 000 
Ames Laboratory “rans, caer atau bed 226, 266 | 198, 500 | 178, 000 
ng ON SORE EAES OT PE SPE De ts eT ey ee See ED 547,979 | 550, 000 i 540, 000 








Sw oA a 1, 584, 643 | 1,500, 000 | 1, 450, 000 
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Mr. THomas. I notice some of your supply items are large. You 
use a lot of metal. I do not see how this metal wears out so quick. 
You are buying scientific supplies, metals, and so forth, running into 
millions of dollars a year. 

Dr. Drypven. A half million dollars’ worth of metals are required in 
the operation of our $200 million plant. If you could see the set-ups 
and models, you would understand it. 

Mr. THomas. At which one of your laboratories do you carry your 
largest inventory? 

Mr. Utmer. I believe the Lewis Laboratory. It uses more fuels 
and gases and metals than the other two laboratoriis. 


TRAVEL OF COMMITTEES 


Mr. Tuomas. Again relying exactly on the figures, I believe you 
have some 30 committees. The number of the personnel is about 350 
on your 30 committees, and all of them do a little travel. Some of 
your research staff go from the offices to the industrial people, and 
people here in headquarters go out in the field. Give us a bird’s-eye 
view of your travel. 

Dr. Drypven. A total of $118,095 is required for all of the committee 
travel expected in 1953. Of this total, $104,250 is for the travel of 
people not on our full-time staff, the three-hundred-and-fifty-odd mem- 
bers of the 30 committees and subcommittees. These committees 
and subcommittees also have on them representatives of our labora- 
tory staffs. Their travel to meetings will cost an additional $13,845. 

Mr. Tuomas. You have travel in the amount of $145,000 for head- 
quarters in 1952, and $142,000 for 1953. 

Dr. Drypen. Yes, the biggest part of that is the $118,000 to which 
I have just referred. 

Mr. Tuomas. Your committee travel is charged to your head- 
quarters, is that correct? 

Dr. Drypen. Yes, sir, that is correct. That is why the headquar- 
ters travel looks so large. 

Mr. Tuomas. The remainder of it is further broken down into 
NACA research coordination activities in the amount of $48,300. 

Dr. Drypen. Yes. 

Mr. Tuomas. Is not that figure considerably out of line? Who are 
the coordinators, and how many do you have? 

Dr. Drypren. That amount is required for the travel of our research 
personnel in coordinating our own work. It is necessary to bring 
people from our laboratories together to be sure that there is no dup- 
lication between laboratories, to avoid duplication of research effort, 
to coordinate the work in the various wind tunnels and other facili- 
ties, and to exchange information on newly developed research tech- 
niques. We also require $30,650 for travel to other Government re- 
search activities. This is for travel to places like Wright Field and 
the various Navy installations to consult on the application of NACA 
research results and to avoid duplication of effort. 

Mr. Tromas. And to Miami and Cuba? 

Dr. Drypen. I do not know of any to Miami and Cuba. Occa- 
sionally at Key West there is a Navy conferenee relating to some of 
their problems. The principal installations we have to deal with are 
anc Point Mugu, California, Wright Field to a very consider- 
able extent, and less frequently to Patuxent. 
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COORDINATION WITH MANUFACTURERS 


Mr. Tuomas. You have coordination travel with manufacturers, 
$43,005. 

Dr. Drypen. This is a thing which industry has been after us to 
increase very much. They want not a man who knows a little bit 
about our work, but they want a man who knows the details of some 
special technical field to come around. 

Mr. 'THomas. When I read this figure last night I said how in the 
world can it be justified. Here is a Government agency that is 
partially working for industry. The industrial people are vitally 
concerned, and they get a free ride here. In dollars and cents it is a 
small amount of money, but why should not the industrial people be 
glad to pay that? 

Dr. Hunsakrer. May I speak on that one, Mr. Chairman? 

Mr. THomas. Yes, | am asking about it. 

Dr. Hunsaker. Industry, as such, gets free advice. Actually the 
manufacturers are acting as agents of the Government when they 
have a contract to develop something. Their costs are charged to 
the Navy or Air Force. When they have a question and are stuck, 
if they have a question that involves NACA finding the answer, they 
ask their Air Force or Navy procurement officer to ask NACA to get 
an answer to it, and we proceed to do it. That is free service to the 
Air Force or Navy rather than to the manufacturer. 

Mr. Tuomas. It is a good thing to get everybody to absorb every- 
thing they can in the way of cost. 

Dr. Drypen. The Government pays it all; Mr. Chairman. 

Mr. Tuomas. I know, but let them pay for it if they get this service. 

Dr. Hunsaker. We had this up before this committee at one time 
and it was agreed, I believe, that the appropriation for NACA should 
give a clear picture of what NACA did, and that NACA should not try 
to support itself by charging the Air Force, or by charging the Navy, 
or by charging the manufacturers what the traffic might bear. If this 
were done the Bureau of the Budget and the Congress would lose con- 
trol of what we were doing. 

Mr. Tuomas. We really like to charge the other fellow. 

Dr. Hunsaker. The charge would be a charge to the Air Force if 
we charged the manufacturer for the travel expense of this coordina- 
tion with the manufacturers. 

Mr. Tuomas. When that goes around through about 15 different 
hands we are going to get somebody to absorb the cost, but when we 
lay it out on the counter it is not absorbed. 

Dr. Drypen. The Government pays the whole cost of aircraft de- 
velopment one way or the other. 

Mr. Tomas. I am just wondering how much the aircraft manufac- 
turer charges the Government in the way of travel. You know it is 
bound to be a tremendous amount. 

Dr. Hunsaker. He charges for the man who comes down to Langley 
Field to get some advice and counsel, but we do not charge him for our 
man going out and sitting down with his designer to spend a few days 
to help him. 

Mr. Tuomas. What is that? 

Dr. Hunsaxer. When we send a man to an aircraft manufacturer’s 
plant in industry under an appeal or request from the Air Force we 
make no charge either to the manufacturer or the Air Force for that. 
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His expenses are in this item of travel. On the other hand, when 
the manufacturer sends his engineer, we will say, to Langley Field 
to get some advice or data, that is part of the expense of his job, and 
the Air Force no doubt pays for it. There may be some amplifying 
or multiplying factor on those expenses. I would like to keep our nose 
clean and out of that kind of thing. 

Mr. Tuomas. In other words, if they want some information from 
you, and you send one of your men to their office to give them that 
information you prefer to pay your own man’s travel costs. 

Dr. Hunsaxer. Yes, we do not want him to be the guest of any- 
body. 

Mr. Tuomas. You may have something there at that. 

Dr. Vicrory. Mr. Chairman, may I make a remark off the record? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 

Mr. Tuomas. You may be right about it. As it is you have it 
under your own control, and it is your own expenditure, and if it gets 
too high you will catch up with it. 

Dr. Drypen. Yes, sir, that is right. 

Mr. Uumer. Yes, sir; and it is all limited by law anyway. The 
law provides the maximum amount which is available for travel. 


INVENTORY OF MATERIAL 


Mr. Tuomas. Regarding your inventory, in all three of your instal- 
lations you estimate for 1953 will be about $1,500,000. Percentage- 
wise that is about a 3 or 344 months’ working inventory, is that correct? 

Mr. Utmer. Yes, sir, that is correct. 

Mr. Tuomas. I never saw so many items as there are in that 
inventory. 


Dr. DrypEN. We are trying to give you the detail, sir. 

Mr. Yates. On what page is that? 

Mr. Tuomas. The items run from page 71 right on through. There 
is no distinction between supplies and materials and two or three of 
these other categories. 


CONSTRUCTION AND EQUIPMENT 


Let us take a look at the construction and equipment appropriation. 
Mr. Reporter, will you insert page 115 of the justifications in the 
record? 

(The matter referred to is as follows:) 


Langley Laboratory: 
Summary. 
Conversion of the 19-foot pressure tunnel for dynamic model stimated cost 
testing 
High-temperature structural] research laboratory 4, 153, 000 
Wallops Island Station: Summary. 
Edwards Station: Summary. 
Ames Laboratory: Summary. 
Lewis Laboratory: 
Summary. 
High-pressure air supply and distribution system 1, 642, 000 
Expansion of air facilities for full-scale jet engine research 4, 950, 000 


¢ 


Total, fiscal year 1953 projects 
Liquidating cash, 1951 program 


Appropriation requested, fiscal year 1953 
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MAJOR CONSTRUCTION AND EQUIPMENT PROGRAM 


Mr. Tuomas. You want four major jobs of construction? 

Dr. Drypex. Yes. I might say, sir, that the authorization legis- 
lation has been cleared by the budget and sent over to the Congress. 
We will make every effort to get hearings before the Armed Services 
Committee a little earlier this year than last year. 

Mr. Tuomas. You want to do four major jobs, all of which. are 
alterations. Now, the Bureau of the Budget figured out items which 
totaled $19,700,000, and you want cash, not contract authority? 

Dr. Drypen. That is right. 

Mr. Tuomas. The two biggest jobs are at Langley. One is the 
conversion of the 19-foot pressure tunnel for dynamic model testing, 
$8,955,000. , 

Mr. Puiturrs. Did we not give money for that before? Is this the 
second request for the same item? 

Dr. Drypen. This is a new item, Mr. Phillips. 

Mr. Tuomas. The next is a high-temperature structural research 
laboratory, $4,153,000. 


CONVERSION OF 19-FOOT PRESSURE TUNNEL 


Have we not seen this item on the 19-foot pressure tunnel at 
Langley before? What do you mean by conversion now? Give us 
the history of this and what you are going to convert. What did it 
cost. to initially install it, and so forth? I have in mind that you 
have done some conversion work on this thing for the last 3 or 4 years. 

Mr. Srack. I can give you the history of the tunnel; I cannot give 


you the cost. This was a wind tunnel that was built in the late 
thirties and placed in operation in late 1939, and it was a tunnel with 
a 19-foot throat and speeds up to 250 miles an hour, and tests could 
be made in this wind tunnel up above atmospheric pressure. The 
reason for that was to get the right Reynolds number. It was in 
effect a full-scale tunnel. You could use a four-tenths size model, 
and by pressure you could get results directly applicable to the full- 
scale thing. 

The wind tunnel was used exclusively in its earlier life in connection 
with the development of types that were used during the last war. 
General Arnold had made a ruling we were going to fight this war with 
airplanes of types we had but brought to their highest state of per- 
fection. In that tunnel we then commenced what was called a pro- 
gram for a 400-mile-an-hour airplane with an 1,800-horsepower engine. 
What came out was a 500-mile-an-hour plane with a 2,800-horsepower 
engine. 

In more recent times, with the advent of new types of wings and 
new wing shapes, we get into problems of landing these airplanes at 
low speed, and problems of lateral stability. This wind tunnel has 
been used to study these questions, resulting in the development of 
a lot of information on slots, flaps, and very high lift devices. More 
recently we have made the so-called leading edge extension so as to 
give lateral control by shifting the flap. 

And we are getting into other difficulties, because the wings are 
made thinner and thinner, and we are getting into the question of 
flutter because of the thin wings; but these wings have to be very thin 
and very good. 
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Mr. Tuomas. In other words, you have to have this thing? 

Mr. Srack. Yes, sir. 

Mr. Tomas. How did you arrive at this figure of $8,955,090? 
Who is going to do the work; are you going to do it with your own 
labor force, or are you going to contract it? 

Mr. Sracx. It will be done by contract. We do the design in a 
sense. By design I mean the basic general aerodynamic design. 
Then the job is put out on contract, and what might be called the 
detail or shop design is done by the contractor’s people. 

The reason for doing that way is that if we did the detailed design 
ourselves we would have to build up an engineering staff that would 
be a burden to us. 

Mr. THomas. What do you call this staff of 3,000 down there? 

Mr. Strack. Mr. Thomas, the size of the drafting force that would 
be required to prepare detailed drawings for a manufacturer to build 
something like that—just this one job—would be bigger than our 
total drafting force. 


HIGH-TEMPERATURE STRUCTURAL RESEARCH LABORATORY 


Mr. Tuomas. Then you have to have another item that is going 
to cost $4,153,000—a high-temperature structural research laboratory. 
How big is that building going to be? 

Mr. Strack. I cannot tell you exactly the square feet. 

Mr. Ruope. That is an extension to the present structures labora- 
tory at Langley Field. Here is a picture of it. 

Mr. THomas. What is it going to cost you per square foot to con- 
struct? 

Dr. Drypen. Most of this cost is not in the building; it is in the 
equipment for the new high-temperature laboratory. 

Mr. THomas. How do you break down that figure of $4,153,000 
between construction and equipment? 

Dr. Drypen. $320,000 for the laboratory building; the high- 
hearing-rate structure, test cell, and research equipment are $1,490,000; 
the thermo-accumulator system is broken down into four technical 
items costing $2,213,000; and there is $130,000 for utilities. 

May I try to convey what this is all about? 

We used to have this barrier of the speed of sound as a limit to the 
speed of aircraft. It is pretty certain now that we are going to greatly 
increase the speed, and we are going to have the structural problems, 
the heating problem caused by moving very rapidly through the air, 
and the flutter and vibration problems. We are trying to be fore- 
sighted in providing facilities to attack these problems. It will take 
something like 2 years before the design is translated into the final 
equipment. 

Mr. Tuomas. How long is it going to take to complete this 19-foot 
tunnel? 

Dr. Drypen. About 30 months. 


EXPANSION OF AIR FACILITIES FOR JET ENGINE RESEARCH 


Mr. THomas. At Lewis Laboratory you have.two items. You have 
an item for expansion of air facilities for full-scale jet engine research, 
$4,950,000. 
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Dr. Drypen. This is an attempt to keep up with technology as 
they make bigger and bigger engines. 

Mr. Tuomas. What is your building going to cost? You have an 
exhaust system, $1,505,000; you have a compressor system, $695,000; 
and piping and controls, $550,000. 

Mr. Rorsrock. Most of the cost of this project goes into mechan- 
ical equipment which is essential so that we can take large engines 
and measure their thrust. A building extension will be required 
costing $550,000. 

Mr. Tuomas. Then you put in a small item of engineering design. 
I thought you had engineers to do the designing right at the laboratory. 

Mr. Rorurock. At Lewis Laboratory it would not pay us to keep 
a design crew on hand to design equipment of this sort. We do a 
certain amount of technical designing; the detail design is done by 
the builder or under contract by a commercial firm. There is a more 
or less direct ratio to the amount of design hours that go into any of 
these buildings in relation to the cost, and it would take a larger 
crew than we have available at Lewis to do our own designing. Also, 
it is a type of design we do not keep people to do who are experi- 
enced in detail work. 


HIGH-PRESSURE AIR SUPPLY AND DISTRIBUTION SYSTEM 


Mr. Tuomas. What about your small item for a high-pressure air 
supply and distribution system, $1,642,000? 

Mr. Rornrock. That is to extend our air system to other facilities. 
The main problem is due to the fact—— 

Mr. Tuomas. What is that—construction, equipment, or what? 


Mr. Rornrock. Mainly equipment. 

Dr. Drypen. It is compressors, air coolers, piping, valves, switch 
gear, and so forth. 

Mr. Rorurock. As engines get larger and flying is done at faster 
speeds and higher altitudes, we must have equipment at the laboratory 
to do research under the conditions they will meet in flight. It will 
require that we alter the equipment each year so that we will be able 
to take the engines as they come in, and, of course, we have to start 
in advance of the engine, because we must be ready when the engine 
is ready. 

JET PROPULSION POWERPLANTS 


Mr. THomas. When are you going to catch up with the British on 
their powerplant? 

Mr. Rorurock. There is no reason to believe the British are ahead 
of us on powerplants. We have gone into the record quite carefully. 
The British, of course, have available much of the information we have, 
but there is no reason to believe the British are ahead of us in power- 
plant development. 

Dr. Drypen. I do not know how much detail you want to go into 
on that subject in the comparison of pieces of equipment. 

Mr. Tuomas. If vou can find anybody on this side of the table who 
can go into detail, we will pay you double. 

Dr. Drypen. You are all familiar with British automobiles and 
American automobiles. They are built to different standards; they 
are built for different purposes. In the same way, the specifications 
for British engines, the performance required of them, is very much 
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less severe than the performance we demand of engines. We go on, 
for example, to duplicate the fuel systems on our engines; they content 
themselves with having one. In general, where we have taken over 
British engines, it has been necessary to make changes in their design 
to meet our requirements. 

Mr. TxHomas. Is it not agreed in all technical and scientific areas, 
that the British are 15 to 18 months ahead of us in power plants? 

Dr. Drypen. No. They began the development of jet engines 2 
years before we did. 

Mr. Tuomas. We did not have any jet engines to let the Russians 
have; so they had to go to England to get them. 

Dr. Drypen. According to the best information we have, there is 
no substantial difference in the state of the act here and in England. 
We have larger engines going into production at the present time 
than the British have. These types are not yet in Korea. You 
have to remember that there is a time element. But as far as engines 
running on the test stands are concerned, United States and British 
engines are comparable. 


ENGINE PRODUCTION 


Mr. Tuomas. When are we going to get these engines into produc- 
tion? We have four or five big plants under construction now. Are 
they going to make this new model you have perfected? 

Mr. Rorurock. I am not talking about one engine; I am talking 
about several. The plans are under way now for producing engines. 

Mr. Tuomas. And they are good ones? 

Mr. Rorurock. Yes. 

Mr. Tuomas. And will beat the British Rolls-Royce? 

Mr. Rorurock. I do not think anybody who makes a detailed 
study of engines will come up with the conclusion that the British 
engines are superior. In one phase, the pressure ratio, they have 
gone into higher pressure ratios ahead of us. We have gone into the 
after burner ahead of them. The after burner is required if we are 
going into the supersonic field, and we are appreciably in that field. 
But categorically to say the British engines are better or the American 
engines are better, we cannot do that any more than we can on 
automobiles. 

AUTOMOBILES 


Mr. THomas. You want 14 new automobiles. How many will 
that give you—a total of 51? 

Mr. Utmer. That is correct. 

Mr. Tuomas. How are they allocated among the stations? 

Mr. Umer. Eighteen of them are at Langley; 5 are at Wallops 
Island Station; 3 are at Edwards Air Force Station; 8 are at Ames 
Laboratory; 11 are at Lewis Laboratory; there is 1 each at the western 
coordination office and the Wright-Patterson coordination office, and 
4 in our headquarters office. 


EDWARDS STATION 


Mr. Tuomas. How many people do you have at the Edwards Test 
Station? 
Mr. Uxmer. 258 is the authorized complement for that station. 
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Mr. ‘Tomas. I understand that. That is at the end of the fiscal 
year. How many do you have now? 

Mr. Umer. We have on the rolls now about 200. 

Mr. Tuomas. And you want to step that up to 333? 

Mr. Umer. That is correct. 

Mr. THomas. How much money are you going to spend on that 
installation out there? 

Mr. Utmer. In construction? 

Mr. THomas. Yes. 

Mr. Utmer. $4,000,000 on the flight-test facility approved last year. 

Mr. Tuomas. How much equipment are you going to put in in 
addition to the $4,000,000 construction item? 

Mr. Umer. $150,000 is budgeted for that station for equipment. 

Mr. Tuomas. That is in your 1953 budget? 

Mr. Uumer. Yes, sir. 

Mr. Tuomas. What is the nature of the equipment? 

Mr. Umer. That is listed here in some detail. 

Dr. Hunsaker. We can say it is instrumentation in connection 
with flight trials of new airplanes in cooperation with the armed 
services. 

Mr. Utmer. The major item is $40,000 for the replacement of jet 
engines. 

Mr. THomas. That is on Air Force property; is it not? 

Mr. Utmer. Correct. 

Mr. Tuomas. Will you have any difficulty in recruiting those 333 
people? 

Mr. Utmer. I do not believe we will have. 


WAGE BOARD EMPLOYEES 


Mr. Tuomas. What part of that 333 will be wage board employees? 

Mr. Umer. Slightly above 40 percent. It runs around 40 to 42 
percent as an average. 

Mr. TuHomas. What part of your employees at the engine laboratory 
in Cleveland are wage board employees? 

Mr. Utmer. About the same percent. 

Mr. Tuomas. And at Landley and Ames the same thing? 

Mr. Umer. That is correct. There is very few percentage points 
difference between the stations. I will be very happy to put a table 
in the record of the percentage at each station. 

(The information is as follows:) 


Employment on Jan. 14, 1952 








: Saar os 
| } | Percentage 
Classifiea- | woo, of wage board 
r are Ta i 
| tion Act | tan etn oy | otal | employees 
employees py ; to total 
| | | employees 








NACA Hleadquatters.... 2 2222.222.22.......4.. 
Langley Laboratory -_.- 
Wallops Island Station _- 
Edwards Station 
Ames Laboratory 
Western Coordination Office 
Lewis Laboratory. -- 
Wright-Patterson Coordination Office 





Total 
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Mr. Tuomas. Are the wage board people employed by the month 
or on an hourly basis? 

Mr. Utmer. On an hourly basis. 

Mr. CHAMBERLAIN. They are employed on an annual basis. 

Mr. Utmer. But the wages are determined at so much an hour. 

Mr. TxHomas. If a man shows up for work and only works 6 hours, 
— he go home then, or does he spend the remainder of the 8 hours 
there! 

Dr. Victory. Wage board employees are full-time employees, but 
they are paid on an hourly basis. 

Mr. Tuomas. That is our understanding. 


JET AND RECIPROCATING ENGINES 


Mr. Yates. I notice the main emphasis is on jets. Does that 
make planes like the B—29 obsolete? 

Dr. Drypren. There has been no research on reciprocating engines 
for the last 8 years. 

Mr. Rorurock. The unsolved problems are on jet engines. The 
reciprocating engine has gone about as far as it can be taken; so there 
is no reason to do additional work on reciprocating engines. Also, 
with the people and the funds that are available, we must attack the 
problems we think are most important and problemsthat the Air 
Force and Navy think are most important. 

Mr. Yates. Is the answer to my question, then, ‘Yes’? 

Dr. Hunsaxer. He did not answer your question. So far as the 
NACA goes, the B-29 is not bothersome. Industry and the manu- 
facturers of both the plane and engine are entirely competent to 
correct anything that is needed in it. It is not a research problem. 
The emphasis in the future on military bombers will be of a research 
type entirely because of speed requirements. 


EFFECT OF JENSEN AMENDMENT 


Mr. Yates. You spoke of the effect of the Jensen amendment. 
Has that resulted in your losing competent technical people? 

Dr. Drypen. It resulted for a time in our inability to fill vacancies. 
You may recall the legislative history. Toward the end of the con- 
sideration of appropriations last year, there was an amendment to the 
independent offices bill which made the base the President’s budget 
estimates rather than the number on the rolls as of June 30, 1951. 
That had the practical effect of removing us from the effects of the 
amendment, because the number in the President’s budget was sub- 
stantially above the number on the roll. So for a period of several 
months 

Mr. Tuomas. Is not that a little bit of an understatement, Doctor, 
when you say it had that effect? What you mean to say is, “It did.’ 

Dr. Drypen. During the early part of the fiscal year 1952 we had 
to start coming down to 90 percent of the personnel on the rolls June 
30, 1951, and we could only fill one-quarter of the vacancies. 

When the revision was passed, we could immediately begin to deal 
with our turn-over, which is something slightly. under 2 percent per 
month as I recall the figure. ‘In other words, we have around 7,500 
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employees, and about 150 in all categories, in all places, leave each 
month, and those have to be replaced. So we have been building up. 

But look at the situation we are confronted with. The pay act 
increased our expenses for salaries by about $2,000,000. We did 
some squeezing to see how we could carry $500,000 partly by curtailing 
on equipment and supplies, and partly by not filling vacancies at the 
planned rate. We are in the position of coming before you with a 
supplemental for $1,400,000. If that money is not appropriated, we 
would have to take an extremely drastic action to stay within the 
personnel funds. 

TURN-OVER OF PERSONNEL 


Mr. Yates. You also mentioned the fact you are losing many of 
your, best brains to private industry. How many would you say you 
lost in the past year to private industry? 

Dr. Drypen. The turn-over is about 2 percent a month. 

Mr. Yares. That is of all your people? 

Dr. Drypen. Of all our people. The rate in the professional 
people has been until very recently—I have not seen the most recent 
figures—somewhat lower than our turn-over of wage board and office 
people. Roughly half of the people who leave go to industry. We 
have made some study of where they go and what the inducement 
is—how much extra pay they are getting. Many of them do go to 
the aircraft companies. The other half we lose includes draftees. 
There are some people who are drafted, and we do not contest the 
case unless it is really a critical man. There are a number of Reserve 
officers who are recalled and a very small number who for personal 
reasons go back to school. But roughly half of the professional 
people we lose have gone to industry at salaries which vary from a 
few hundred dollars to between $1,000 and $2,000 more than they 
were getting with us. 

Mr. Yares. I am impressed with the fact I believe your organiza- 
tion requires the best aerodynamic brains in the country. Is it 
getting them, in your opinion? 

Dr. Drypen. I think so far we have gotten them, The most of 
this turn-over is in the younger groups—those who have been with 
us, say, for from 2 to 4 years. There have been, I think, at Langle 
half a dozen key people, and I can think of a couple in the head- 
quarters office. 

Mr. Yates. Do they work on problems in which you are interested? 
I assume they do when they go to private industry, but do they 
_— with you in connection with the research that is to be 
done? 

Dr. Dryprn. They are moving into such things as the design of 
airplanes. Personally I think some turn-over of that kind is good 
for the country, and I would not object to it. I think it is good to 
have some young people come with us and stay for 4 or 5 years and 
then move over into industry. 

I would put it this way: we have no complaint that we have been 
badly hurt here. We have lost people that we hated very much to 
see go, but they have gone into positions where they will be effective 
in the total aircraft picture. 

Dr. Victory. I would like to add a little to Dr. Dryden’s remarks. 
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While it is true we have not been too badly hurt yet, it is a trend, 
and we have to take some measures to check and reverse the trend, 
because our organization is growing weak in that we are losing men 
with 2, 4, 6, and 10 years’ experience and replacing them with novices, 
and we are losing them at such a rate that the annual turn-over is at a 
rate of 25 percent. We have to reduce the turn-over rate. I believe 
graduating some of our employees into industry is very good for the 
aviation effort. 

Mr. Toomas. Do you know what your turn-over in grade 10 and 
above is? The Civil Service Commission tells us that throughout 
the Government it is very, very small. Yours may be higher than 
the average governmental agency. 

Mr. Rorrrock. I think up to probably grade 11 or 12 we will find 
they are the grades in which we have the turn-over. It is the grades 
above that that we do not get the turn-over. 

Dr. Dryprn. Above 11 or 12, I think you could count on your 
fingers the number of cases. 

Mr. Tuomas. Well, you are not hurt today by the turn-over in your 
top people. 

Dr. Hunsaker. No. We cannot cry that we are hurt, but we can 
be a little fearful of the tendency. 

Mr. Tuomas. That is all right. 


RECRUITING IS MORE DIFFICULT 


Dr. Hunsaker. Recruiting is more difficult, and the thing that 
shows badly is our offers of jobs were not being accepted in the last 
few months, so that there is a little change in the plant. 


RELATIONSHIP TO THE NATIONAL SCIENCE FOUNDATION 


Mr. Yates. What is your relationship to the National Science 
Foundation? Are you working together in connection with research? 

Dr. Drypen. I personally have had discussions with Dr. Water- 
man, Director, and with Dr. Bronk, chairman of their executive 
committee. We have given them a complete history of all of our 
research investigations. They, of course, are just starting. We have 
had discussions with them on the fundamental science fields which are 
of interest to aeronautics, like chemical kinetics, which is a field which 
underlies combustion, and solid state physics, which underlies the 
development of new alloys, and they have consulted us as to what 
are the basic scientific fields of interest to aeronautics, and we have 
arranged an interchange of project data. 

Dr. Hunsaker. We hope to interest them to support some of this 
basic science investigation with their funds if we can. 


OPERATING HEADQUARTERS OUTSIDE OF WASHINGTON 


Mr. Puiuuies. I agree with the chairman’s curiosity as to why you 
need such a large personnel here in the Washington office. Why do 
you need anybody in the Washington office except a liaison group? 
Why do not you remove your entire staff outside Washington near 
your laboratory work and to less expensive headquarters and better 
mae conditions? 
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Dr. Hunsaxker. Speaking for myself now and not as Chairman of 
the Committee, because the Committee has not debated this, it would 
be possible, I believe, to move the entire headquarters administrative 
and watchdog staff out of Washington to some central point such as 
Cleveland, Chicago, and so forth, and maybe into cheaper quarters 
and geographically a little more central in the United States, but we 
would lose there the very essential and continuous contact with the 
Pentagon and with the Department of Commerce, the Civil Aero- 
nautics Board, the Civil Aeronautics Administrator, and the Weather 
Bureau. I believe the balance of the argument would mean if we left 
Washington for our own domestic beneiit, we would lose our service 
contact with the agencies of the Government with whom we have to 
function to justify the money that you gentlemen take the respon- 
sibility for turning over to us. 


AUTOMOBILES 


Mr. Puiturrs. How many automobiles do you have? 

Mr. Umer. We have at the present time, 50. 

Mr. Puruuies. Where are they located? 

Mr. Uumer. I have a complete table if you want it in the record. 

Mr. Puiuurps. I would like to have that in the record, if the chair- 
man does not object. 

Mr. Tuomas. It is already in the record. 

Mr. Puiuuips. I would like to know now how many are in the city 
of Washington. 

Mr. Utmer. Four. 

Dr. Hunsaker. Again, the matter of that automobile business is 
part of the quick and close contacts with the other agencies with 
whom we have to work. 

Mr. Putuures. If you can get around any faster than these Wash- 
ington taxicabs get around, you can do pretty well. 


OPERATING HEADQUARTERS OUTSIDE OF WASHINGTON 


Dr. Vicrory. I would like to add a little more to the previous 
question as to whether we could operate outside the District. Our 
headquarters office in the District of Columbia has two main func- 
tions: (1) The administrative direction of the organization, and (2) 
the formulation of the research program. The formulation of the 
research program involves meetings of subcommittee members, many 
of whom are in other governmental agencies and located in Washing- 
ton. So it is prudent to try to hold these meetings where you can 
hold them most economically in money and time and actually get 
the attendance of the people, and we find Washington is the best 
place to hold meetings of the subcommittees. Since that is the case, 
we have to have a staff to plan and control and record the actions 
that have to do with coordinating the research program. 

Mr. Puitures. You are not defending four automobiles; you are 
defending the location in Washington. 

Dr. Vicrory. Yes. I said that. 


93850—52—-pt. 1——-26 
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CONTRACT AUTHORIZATION 


Mr. Puiturrs. How much do you have left of contract authoriza- 
tion that you have not had implemented with cash? 

Mr. Uxnnr. A little over $4 million. 

Mr. Puixuires. Are you asking for any more contract authorization 
this year? ‘ 

Mr. Utmer. No, sir. A full cash appropriation is being requested 
pursuant to the policy established last year. 


ESTIMATED UNEXPENDED BALANCE JUNE 30, 1953 


Mr. Puruurrs. How much of the appropriation plus the contract 
authorization, if you received all you asked for, would you have left 
over on June 30, 1953? 

Dr. Hunsaker. We might get it all obligated. Do you call that 
spent? 

Mr. Puitures. No. I mean obligated but not spent, or unobli- 
gated and not spent. 

Dr. Hunsaker. I would hope we would get it all obligated. 

Mr. Puitires. How much would you have still in the Treasury? 

Dr. Hunsaxker. A lot of it, because this is almost a 3-year program 
that is asked for. We would not spend it until it was approaching 
completion. 

Mr. Puiuurrs. Is there any objection to putting that in the record? 

Dr. Hunsaker. None whatever. 

Mr. Puruuips. Put in the record for the 3 years how much you 
would expect to spend and how much you would expect to carry over. 

Mr. Unter. We will be very glad to do that. 

(The information is as follows: ) 
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JET COMMERCIAL PLANES 


Mr. Puruurps. On the chairman’s question about jets—or I guess 
Mr. Yates’ question about jets—you mentioned the fact that the 
British have been giving themselves a good deal of publicity on the 
subject of the development of jet commercial planes. 

Dr. Hunsaker. Yes, sir. They have come out first in that field 
with a 40-passenger four-jet airplane called the Comet. 

Mr. Putiuurps. Is is successful? 

Dr. Hunsaknr. I think so. They say so. 

(Discussion off the record.) 


RUSSIA’S SCIENTIFIC ABILITY 


Mr. Puriuirs. When you were giving the figures and so forth on 
the Russian production,.you raised two questions in my mind. You 
seemed to imply we had underestimated the scientic ability of the 
Russians. I do not think we have. I think the Russians have 
always had a very high quality of scientific ability in certain fields, 
such as chemistry, biology, mathematics, and certain agricultural 
research—we got our rust-proof wheat from them. Now; at the 
time of the revolution, which would be about 35 years ago, only about 
10 percent of the people were in the higher category of education, 
and the rest were pretty close to the peasant class, or about two- 
thirds of the remainder were pretty close to the peasant class. 

Why should you suggest that over a period of 35 years the Russians 
have not continued to develop that scientific ability which was 
inherent in a certain group, many of whom, of course, were liquidated 
educationally? In other words, why should not we expect an equal 
development in Russia to the development here on the basis of past 
history plus the acquisition of German technicians after the war? 

I do not think this subcommittee underestimates Russia. 

Mr. Srack. Do you have the idea I was underestimating them? 

Mr. Puiturps. I thought you were suggesting that the people in 
this country underestimated the Russian ability. 

Mr. Srack. I say that mostly because of what you read in most of 
the journals in this country, which have created among the people 
in general the idea that the Russians are far behind us. I have not, 
because I know, for instance, where such stuff as the hodograph method 
came from. But the general impression I get and I think the people 
of this country must get from reading the journals and newspapers 
in this country is that the Russians are backward. I did not mean 
to give the impression I thought that. 

Mr. Puiuurps. If you go back to the postrevolution days, 25 to 
20 years ago, you could tell all sorts of funny stories, because we sent 
machine tools over there, and they did not know what to do with them. 


RUSSIAN STATISTICS 


But let me go back to just my own experience with Russian statistics, 
which is not more recent than up to 15 years ago. I was in Russia in 
1935 and 1937. The statistics with which I am familiar were agricul- 
tural. The Russian policy then was to set up a figure comparable to 
our estimates of what our agricultural production was going to be in 
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the next 2 years or longer, and then to announce those figures as what 
the Russian production was. Is there any thought in your mind that 
the Russian is not still operating on the same basis, that what he 
expects to have is what he announces to the world he does have? 


RUSSIAN PLANE PRODUCTION 


Mr. Srack. I would think he probably does. The only way I 
think we could tell something about their airplanes—that is, what 
their airplane production might be—is on the basis, let us say, of the 
Korean engagement. Our military surely have some idea of the 
number of MIG’s they have against us; our military also know about 
what they must have in a maintenance reserve, because we have 
experience with that kind of thing ourselves and we know what kind of 
a maintenance reserve we have to have to keep up a certain number of 
planes. They know what attrition they commit on the Russians, and 
they know what the Russians have t» build to meet the attrition or to 
build up. So, from those figures, our industrial-management boys 
ought to be able to figure out what it would take in industry to support 
that kind of effort. That is the only way 1 know to get at what is a 
reliable figure. 

I agree with you that you cannot believe all they tell you, because 
I imagine they put out propaganda. 

(Discussion off the record.) 


TRAVEL OF TECHNICAL COMMITTEES 


Mr. Corron. The chairman—Mr. Thomas—has asked you some 
questions on the matter of travel as shown on page 27 of your justi- 
fications and as explained on the succeeding pages. You have periodic 
meetings of your committees, of course. 

Dr. Vicrory. And of the subcommittees. 

Mr. Corron. Those meetings are held where? 

Dr. Vicrory. Mostly in Washington. 

Mr. Rornrock. Not all of technical committee meetings are held 
in Washington. 

Dr. Drypen. They are shown on page 33. It is estimated that 
86 meetings will be held in 1953—45 in Washington, 12 at Langley, 
9 at Ames, arid 17 at Lewis Laboratory. 

Mr. Corron. When you have these meetings away from Wash- 
ington, how many personnel do you take to them from Washington? 

Dr. Dryprn. Usually the secretary of the subcommittee and one 
other man. 

Mr. Corron. I notice on page 28 you tell us very interestingly 
about your 30 technical committees. I take it they serve on a 
volunteer basis? 

Dr. Hunsaxer. There are no salaries paid to any of the men ap- 
pointed to serve on committees. 

Mr. Corron. These are scientists from colleges and private corpora- 
tions who volunteer their services? 

Dr. Hunsaker. Yes, sir. 

Mr. Corton. And you transport them to these various meetings? 

Dr. Hunsaxer. We pay them their travel expense by a govern- 
mental travel order. Since they are nonsalaried, I believe the allow- 
ance is $10 per diem for hotel and meals. 
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Mr. Corron. What I am trying to get at is this: When you have a 
meeting of your committee or subcommittee in California, you gather 
from various points—Washington and so forth—a considerable group. 
How many, for instance, including the people who go from your head- 
quarters here, advisers, technicians, and other personnel, are there 
that you assemble from points around the country for this particular 
meeting out there? 

Dr. Hunsaxer. The committee might have 16 members, of whom 
there might be 10 or a dozen who have to have the fare to go out there 
and back. 

Dr. Drypen. The cost of holding a meeting in Washington or 
Cleveland is about the same. The cost of holding a meeting in Cali- 
fornia is considerably greater. The members live all over the country. 

Mr. Utmer. We do not send a large group of our technical experts 
out on those subcommittees; just the secretary of the committee, who 
is an NACA emplovee, and perhaps one other. They are the only 
members of the NACA staff who attend. 

Mr. Corron. My question is not leveled at any particular point | 
am objecting to. Jam just trying to get the picture in my mind. You 
have various types of inspections of those laboratories by your en- 
gineers? 

TRAVEL FOR INSPECTION OF LABORATORIES 


Mr. Utmer. There is travel between the laboratories, and there are 
technical conferences occasionally of our own staff people. 

Dr. Hunsaxer. Headquarters men visit the laboratories frequently. 

Mr. Corron. You send out from Washington some of your execu- 
tive staff or engineers to inspect the various laboratories? 

Dr. Hunsaker. Yes. 

Mr. Corron. How many and how often, roughly? 

Mr. Utmer. There are probably 30 or 40 people in our headquarters 
office who do the traveling to our various stations. I would have to 
get the schedule and find out how often they do go to each installation. 

Mr. Corron. Do you send any of your personnel in liaison activities 
to Army installations and Army fields? 


EUROPEAN TRAVEL 


Dr. Hunsaker. Yes, sir; and occasionally send a man‘to Europe to 
see what he can find out. 

Mr. Corton. I am curious to know in the period of the past year 
how many you sent to Europe and how often. 

Dr. Hunsaker. One or two or three—a small number. 


TRAVEL TO ALASKA AND HAWAII 


Mr. Corton. Did any go to Alaska? 

Dr. Drypen. We have one technician going to Alaska to work 
with the Air Force, and who travels in an Air Force plane. 

Dr. Hunsaker. He will get a free ride there. 

Mr. Corton. And do any go to Hawaii? 

Dr. Drypen. I do not think so. 

Mr. Roturockx. The man going to Alaska is going in connection 
with installing icing instruments in planes so that we can measure 
the icing tendencies in various parts of the world. 
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TRAVEL JUSTIFICATION 


Mr. Corron. As I read this justification on travel, I realize it is 
essential, and in a sense it may be a minor matter, but I had the 
picture of those fairly large groups of engineers, experts, and tech- 
nicians who were traveling hither and yon across the country to 
various laboratories. That is false? 

Dr. Hunsaker. It is individual travel. 

Dr. Vicrory. The Director, for example, might make two or three 
trips a year to each laboratory, and that would be the same for the 
Associate Director and other Assistant Directors who perform speci- 
alty duties and who visit the laboratories two or three times a year. 
The Assistant Director on Propulsion might visit the Lewis Laboratory 
as often as once a month. 

Mr. Corton. It did seem to me that this travel item, even for your 
extensive operations, was rather large, and I was just trying to get 
fixed in my mind why it was necessary to be so large. 

Dr. Hunsaxer. As far as I can see, from sitting as chairman, it 
probably is not large, because we have had frequent occasions when 
the matter came up of whether we could afford to have meetings of 
a technical subcommittee as often as the subcommittee wants to 
have them. They get enthusiastic and want to meet frequently. 
We say “No. Twice a year is enough for you fellows to be brought 
together at public expense.’’ We make those deci ‘isions, because we 
watch our budget. 

RESEARCH CONTRACTS 


Mr. Corron. I think the chairman brought out and, if he did not 
and you have those figures, 1 would like to know, omitting what you 
pay to other Departments and Bureaus for contract services, how 
much you pay to those 30 colleges and universities. What is that 
figure? 

Dr. Drypen. Eight hundred thousand dollars. 

Mr. Corron. Is that work primarily to obtain scientific data for 
your use, or is it primarily to develop scientists so that-you may have 
a reservoir of competent people to bring into your or ganization in the 
future? 

Dr. Hunsaker. I should answer it is primarily and justifiably to 
make use of existing facilities and talent that we know about, to get a 
job of research done and reported to us. Incidentally, as a byproduct 
and no part of the contract, young graduate students and research 
workers do get trained in that way, and we may get a chance to hire 
them, but nothing is said about it in making the contract, for example, 
with Harvard U niversity. 

Mr. Corron. That is, it has to do with specific projects they do for 
you? 

Dr. Hunsaker. It is a contract for services. 


DEVELOPMENT OF SCIENTISTS FOR FEDERAL SERVICE 


Mr. Corron. I am just wondering if it would not be a good idea 
to consider that aspect of it, You have expressed apprehension about 
being able to obtain and retain competent scientists for your work; 
if this sum of money is paid to colleges, it must be of considerable 
assistance to them and it must be of considerable assistance to the 
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graduate students and scientists who do work for you; is there not 
some way of getting a lien on their future services, just the same as the 
Government does when it helps educate medical students. We have 
a priority claim on them when the Government needs them. Is there 
not some way you could use these contracts to secure some future 
service? 

Dr. Hunsaker. That would be fine. I wish we had a way to do 
that. As a professor, | know what a great relief it would have been 
to have an NACA contract for a job, because some graduate students 
studying for a doctorate can work half time and be paid enough to 
feed themselves while working on this job. 

Mr. Corron. They derive a financial benefit. 

Dr. Hunsaxer. They do. 

Mr. Corron. It is not really granting a college fellowship, but in 
effect it is. 

Dr. Hunsaxker. It is better than a college fellowship. It is working 
on a real assignment and getting experience and may lead to contacts 
that will get him a job. 

Mr. Corton. Have you ever considered trying to get a little quid 
pro quo by obtaining priority on him when he is ready to graduate 
and go out into the world? 

Dr. Hunsaker. As you may know, these universities are extremely 
touchy on any strings being attached to what they do for the Govern- 
ment. So we say “Oh, no; there is no string on you. We are not 
trying to control you at all.”” So we have not invented or tried to 
invent any strings on fellows who work for us. 

Mr. Corron. Well, they have not been touchy about strings on 
medical students; have they? 

Dr. Hunsaxer. I am not sure that the medical schools have not 
been pretty careful about strings on what they do. The string on 
the medical student has to do with his draft status; it has nothing to 
do with the medical school. That is between the individual and his 
Government, I think. If he is deferred in order to go through medical 
school, he may have some obligations as a Reserve medical officer. 

Mr. Corron. Why should not that be done in this field? Why 
would an American university, if you used the taxpayers’ money to 
pay the cost to get the work done and also to help them develop scien- 
tists in this important field—why should they resent the Government 
hoping to derive some benefit in this field which is so essential to the 
preservation of our country? 

Dr. Hunsaker. If they were fellowships or outright grants, I am 
sure they could tie them up. 

Mr. Tuomas. Thank you, gentlemen. It is nice to see you all. 
A happy new year to you. 
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CIVIL SERVICE COMMISSION 


WITNESSES 


HON. ROBERT RAMSPECK, CHAIRMAN 

FRANCES PERKINS, COMMISSIONER 

LAWSON A. MOYER, EXECUTIVE DIRECTOR 

DAVID F. WILLIAMS, CHIEF, BUDGET AND FINANCE DIVISION 
WILLIAM F. SPECK, CHIEF, BUDGET SECTION 

C. L. EDWARDS, CHIEF, FIELD OPERATIONS 


SALARIES AND EXPENSES 


Amounts available for obligation 


| | 
1951 actual 1952 estimate [1953 estimate 


Appropriation or estimate _ _ _- ii | $16, — $18, 900,000 | $22, 097,000 
Proposed supplemental due to pay increases -____- - * 1, 400, 000 
Reimbursements from other accounts____..._- pasa : 5, 73 270, 730 270, 730 


Total available for obligation i 16, 627, 642 20, 570, 730 | 22, 367, 730 
Unobligated balance, estimated savings ; —56, 122 


Obligations incurred ae 16, 571, 520 20, 570, 730 | 22, 367, 730 





Obligations by activities 





Description | 1951 actual / 1952 estimate | 1953 estimate 


Direct Obligations 


. Examining, placement, and veterans’ preference _..| $6, 334, 088 $6, 783, 750 $8, 074, 239 

. Investigation of character and fitness for e mployment - w 5, 030, 276 7, 963, 967 | 8, 097, 102 
Administration of the personnel classification system 1, 257, 465 | 1, 576, 578 1, 867, 017 

. Administration of the retirement systems _-_-___..__- 1, 491, 251 1, 507, 563 | 1, 562, 098 


. Service records AE Re en 419, 696 | 455, 458 | 
3. Feceral Personnel ¢ Souncil_ i ed u _63, 226 | 62, 365 | 
. Regulatory, appellate, and advisory functions_._.......____| 720, 165 | 740, 816 ! 
3. Executive and administrative services.....__- SABER, tid, 1, 139° 624 | 1, 209, 503 | 133 


468, 779 
33, 050 


TGs Carrots CURIONI go ee cee cecancue . 16, “45 05, 791 | 20, 300, 000 | 


Obligations Payable Out of Reimbursements From Other Accounts 


. Examining, placement, and veterans’ preference. - F 65, 171 
2. Investigation of character and fitness for employment 17, 936 
(Administration of the personnel classification system | 6, 866 
Administration of the retirement systems 6, 882 

5. Service records : 157 
}. Federal Personnel Council 4, 401 
. Regulatory, appellate, and advisory functions 246 


. Executive and administrative services... __- 14, 070 5, 185 5, 185 


Total obligations payable out of reimbursements from 


other accounts " 4 115, 729 270, 730 | 270, 730 


Obligations incurred ___.__- A 16, 571, 520 20, 570, 730 22, 367, 730 


ee 
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Obligations by objects 


| 


| 
Object classification | 1951 actual | 1952 estimate | 1953 estimate 


Be alias 6 - rey 
Summary of Personal Services | | 
Total number of permanent positions Ldake a a 3, 746 

Full-time equivalent of all other positions 7 

Average number of all employees 





Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal service obligations: 

Permanent positions $14, 391, 200 $18,350,055 | $19, 606, 267 
Part-time and temporary positions: | 

Part-time employment ; mid 31, 577 

W. A. E. employment “ : . 62, 930 | 116, 913 | 163, O81 
Regular pay in excess of 52-week base ___- 70, 200 76, 000 
Payment above basic rates : 336, 959 | 8, 499 | 4, 382 
Miscellaneous fee services................-- 85, 814 98, 145 | 97, 000 


Total personal service obligations ver . 14, 908, 570 | 


18, 643, 812 9, 946, 730 


Direct Obligations 
J 

Personal services Xa | 14,804, 426 18, 426, 082 | , 729, 000 
Travel bens | 366, 968 506, 763 639, 000 
Transportation of things , 62, 343 61, 635 | 75, 000 
Communication services Ne 3 147, 257 152,978 | 170, 000 
Rents and utility services___- sideiipebiaia 114, 925 156,000 | 150, 000 
Printing and reproduction | 378, 561 100, 000 460, 000 
Other contractual services ‘ = 41, 406 168, 000 
Supplies and materials eae 331, 563 358, 77: 410, 000 
Equipment : | 191, 677 46, 266 193, 000 
Refunds, awards, and indemnities ‘ ; } 1, 055 Nl ae 
Taxes and assessments | 103, 000 


Total direct obligations 3,455, 791 | 097, 000 


“4, 





Obligations Payable Out of Reimbursements From Other Accounts | 


01 Personal services 7 oe ‘ 103, 244 | 217, 730 | 217, 730 
02 Travel 7, 064 34, 200 | 34, 200 
03 Transportation of things-- 3 | 78 |. . on er 
04 Communication services__...-- ad 266 | 200 | 200 
06 Printing and reproduction -_- “a 2,022 |.... 
07 Other contractual services | 40 | 
08 Supplies and materials __..__-- 1,514 | 10, 334 | 
09 Equipment_. B 1, 501 | 8, 224 

Total obligations payable out of reimbursements from } | 
other accounts , Rema 115, 729 270, 730 


Obligations incurred. piu cowees 16, 571,520 | 20, 570, 730 | 


Analysis of expenditures 


1951 actual | 1952 estimate | 1953 estimate 


| 
Unliquidated obligations, start of year | $1,355,144] $1, 564, 941 $1, 800, 000 
Obligations incurred during the year | 16,571,520} 20,570,730 | 22, 367, 730 


| 22,135, 671 | 24, 167, 7: 
Deduct: } | 
Reimbursable obligations a 115, 729 | 270, 730 | 270, 
Unliquidated obligations, end of year 1, 564, 941 | 1, 800, 000 , 900, 000 
Adjustment in obligations of prior years 39, 625 


17, 926, 664 | 


20, 064, 941 21. 997, 000 


Total expenditures 16, 206, 369 
Expenditures are distributed as follows: 
Out of current authorizations , 14, 962.030 | 17, 425, 269 20, 377, 000 
Out of prior authorizations | , 244, 339 | 1, 359, 672 | 1, 500, 000 
Out of anticipated 1952 supplemental for pay increases Wee £ 1, 280, 000 120, 000 
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Annuities, PanaMA Canat Construction EMPLOYEES AND 
LigHTHOUSE SEeRvVIcE Wipows 


Amounts available for obligation 





—_—— 
| 1951 actual | 1952 estimate 1953 estimate 


| 
Appropriation or estimate (obligations incurred) ___._________- wie | $2, 955, 900 | $2, 707, 000 
Comparative transfer from— 
“Panama Canal construction annuity fund, Civil Serv- | 
ice Commission” did iia en ee 6. “a 2, 320, 966 | 
“Annuities, Lighthouse Service widows, Civil Service 
Commission”... ____- 136, 260 | 


Total obligations 4 2, 457,226 | 2, 955, 900 | 2, 707, 000 





Obligations by activities 


Payment of annuities to employees engaged in the construction of the 
Panama Canal and widows of former employees of the Lighthouse 
Service: 
$2, 457, 226 
1952 , 955, 900 
3 707, 000 
Obligations by objects 
11° Grants, subsidies, and contributions: 
5 457, 226 


, 955, 900 
707, 000 


Analysis of expenditures 


a io 





1951 actual | 1952 estimate | 1953 estimate 








Unliquidated obligations, start of year__- BE CaP ee es $220, 000 
Obligations incurred during the year REPEATS e.g Te $2, 955, 900 | 2, 707, 000 

F 2,955, 900 | 2, 927, 000 
Deduct unliquidated obligations, end of year_____.______- : : 220, 000 | 210, 000 
Total expenditures aS Sele eT mn 2, 735, 900 2, 717, 000 


Expenditures are distributed as follows: | 
Out of current authorizations. . Sepa yeti 2, 735, 900 | 2, 497, 000 
Out of prior authorizations__......_..............____. Supe ae = 220, 000 


“e 








PayMENT TO Civit Service RETIREMENT AND Disapitiry Funp 


Amounts available for obligation 


Appropriation or estimate: 
1951 ee $305, 000, 000 
=e mise) : nie dian. Cs Sak - 310, 000, 000 
1953... Sekt oes 457, 869, 000 


Obligations by activities 


For the purpose of paying the United States share to the retirement fund: 
$305, 000, 000 
310, 000, 000 
457, 869, 000 


Obligations by objects 


11 Grants, subsidies, and contributions: 
eS Re aie _.... $305, 000, 000 
1952 _ _~ v2. Se, Geo, Geo 
1953. - - mt ; scas«s $87, S69; 000 
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Analysis of expenditures 





j 


| 1951 actual | 1952 estimate 1953 estimate 





Obligations incurred during the year................-...---- | $305, 000, 000 | $310, 000, 000 | $457, 869, 000 


i= ne SSS OEE 
Expenditures out of current authorizations. __- PERSE el 305, 000, 000 | 310, 000, 000 | 457, 869, 000 
| 





Mr. THomas. Will the committee please come to order? 

We have with us this morning the United States Civil Service Com- 
mission. We are delighted to see our friends, the Chairman, Mr. 
Robert Ramspeck and Commissioner Perkins; Mr. Moyer, executive 
director; Mr. Williams, Chief of the Budget and Finance Division; 
and Mr. Speck, Chief of the Budget Section. It is nice to see you all. 
A happy New Year to you. 

Miss Perxtns. May | say the same to you? 

Mr. Ramsreckx. Thank you, Mr. Chairman. 

Mr. Tuomas. Mr. Chairman, if you or Miss Perkins, either of you 
or both of you, have a statement for us, we will certainly be delighted 
to hear from you. 

GENERAL STATEMENT 


Mr. Ramspecx. Thank you, Mr. Chairman. I have a prepared 
statement which I wish to read; but, before reading it, I would like 
to say just a few words off the cuff. 


WORKLOAD 


It just occurred to me I would like to point out to this committee 
that this is one agency in the Government that has no control within 
itself of its workload. I think the best evidence of that is what 
happened after the budget and appropriation for fiscal year 1952 
were adopted. The Korean incident came along and the workload 
of the Commission practically doubled. What we have to do de- 
pends upon what the other agencies have in the way of funds for 
personnel, and also depends on what happens to people who are 
working for the Government. If a lot of them move out and new 
ones come in, that increases our workload: if the labor market gets 
slack, we get more applications than we have when it is tight, and 
that increases our workload; or if Government forces are reduced, 
we get reductions in force, which increases our workload. So that 
we have little or no control over the volume of work that is placed on 
the agency. 

HUMAN RELATIONS 


We would also like to point out that practically everything we do 
is a matter of dealing with human relations, which I think is one 
thing we have found most troublesome in this world we live in. We 
deal with the rights of Federal employees, with the rights of citizens 
who want employment in the Government, and the prerogatives and 
privileges of the operating agencies. So | have found it not a very 
easy job to run the Commission. Yet I am intensely interested in it 
and assure you the Commissioners are trying to do the best they can. 

In discussing the requirements of the Civil Service Commission for 
the “Salaries and expenses” appropriation for the fiscal year 1953, | 
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shall make a brief statement of what we consider to be the highlights 
of the program we are proposing. I feel that we can be of most benefit 
to the committee in a more detailed discussion of the individual 
activities of the Commission and in answering the questions which I 
am sure this committee is S prepared to ask us. 


REQUESTED 1953 APPROPRIATION 


As you will note from the summary table on page 2 of our justifica- 
tions, the total net appropriation in our budget for “Salaries and 
expenses”’ for the fiscal year 1953 is $22,097,000 as compared to funds 
available in fiscal year 1952 amounting to $20,300,000, which includes 
a proposed supplemental request of $1,400,000 to meet part of the 
recent pay increases authorized by the Congress. The major portion 
of the requested increase of $1,797,000 is reflected in three major 
areas—the examining and placement program, the personnel classifi- 
cation program, and in requirements for other objects of éxpenditure. 
Increases and decreases in the remaining activities virtually offset. 

I will confine my comments in this general statement to the program 
aspects of those major activities of the Commission which, | believe, 
need particular attention. 


EXAMINING AND PLACEMENT PROCEDURE 


In the field of examining and placement work, our budget for fiscal 
year 1953 is designed to reestablish the Commission as the central 
personnel agency in the recruitment of employees for the Federal 
service and to give positive emphasis to the operation of the civil 
service system on the basis of merit. Let me give you a little back- 
ground on what has occurred since Korea in this general area. 

With the outbreak of conflict in Korea, the total recruiting job to 
be done to meet the demands of defense agencies immediately exceeded 
the resources of the Commission. In order to meet the urgent needs 
for personnel in that emergency situation, a number of steps were 
promptly taken. Regular civil service hiring procedures were relaxed 
and a system of emergency appointments was established. Special 
hiring agreements were made with defense agencies and they were 
authorized to recruit if personnel could not be obtained in 3 days 
from the Commission’s lists; we worked closely with defense agencies 
to render all possible assistance in their staffing problems: we stream- 
lined and simplified our procedures; emergency recruiting standards 
were adopted; and we made working agreements with the United 
States Employment Service, under which we obtained assistance in 
recruiting for Federal agencies. 

These and other measures were taken as a matter of expediency at 
a time when rapid expansion in the Federal service was essential to 
this Nation’s welfare. However, the prolonged continuation of such 
methods of recuiting will seriously undermine the civil-service system 
and can only result in deterioriation of the merit principles of the 
system. Under the emergency procedures now in effect, agencies have 
recruited thousands of persons into the Federal service measured 
against minimum standards, and in many instances without regard 
to true open competition. The lack of open competition has deprived 
both veterans and nonveterans of their rightful opportunity to com- 
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pete for Federal positions in accordance with merit-system principles 
and has not provided the Federal service with the quality of personne! 
which it has the right to expect from the merit system. This should 
not be permitted to continue. 

Many recruiting practices now followed are wasteful and costly. 
Various agencies in competing to meet personnel needs are sending 
separate recruiting teams throughout the country to recruit in shortage 
categories. ‘Tliis duplication of effort results in greatly increased costs 
to the taxpayer. As an indication of the extent to which agency 
recruiting bas progressed—and this without public announcement and 
open competition—let me mention a few figures: During fiscal year 
1950, before Korea, 83 percent of total placements in the Federal 
service were filled from lists of eligibles established through open 
competition by the Commission and its boards of examiners. During 
the fiscal year 1951, however, the Commission and its boards of 
examiners filled only 53 percent of the placements. This means that 
during 1951 the departments and agencies made 505,000 of the total 
of 1,084,000 placements. During 1952 we expect the departments to 
make 326,400 of the estimated 981,000 placements to be made. 

Mr. Chairman and members of the committee, it is important at 
this time to elevate our sights and to think in terms of the future 
effects of current employment practices on the efficiency of the Govern- 
ment service. Frankly, 1 am concerned about the present recruiting 
methods and I firmly believe that it is essential to reestablish recruiting 
procedures in accord with merit system principles. This matter re- 
quires immediate attention and we should proceed at once to 
strengthen the integrity of the competitive and merit system tenets 
of the civil service system. 

The Commission, therefore, has planned its program for the fiscal 
year 1953 to correct at least some of the faults now existing in the 
examining and placement procedures. The budget request now before 
you proposes a substantial increase in the proportion of jobs to be 
filled under merit system principles, by providing eligible competitors 
through the Commission’s facilities, including its boards of examiners. 

In order to accomplish the task of restoring the civil service merit 
system to a sound operating basis, we will need to take action im 
several directions. 


BOARD OF EXAMINER PROGRAM 


For one thing, we propose to strengthen our board of examiner 
program in the direction of exercising closer supervision over their 
activities to insure that they are adequately serving the personnel 
needs of their agencies and that their examining and placement work 
is handled in accordance with the Commission’s rules and regulations. 
This can be done in only one way, and that is for us to review their 
operations more frequently than we have been able to do up to now. 
Through these reviews we are able to evaluate their efficiency, train 
new board members, and help to work out their problems to the end 
that they are able to meet.the staffing needs of their agencies with the 
best-qualified people available at the time their services are needed. 
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POSITIVE AND INTENSIVE RECRUITING WORK 


In the second place, we will have to direct more effort and resources 
to positive and intensive recruiting work. As I mentioned earlier, 
positive personalized recruiting methods in shortage occupations, as 
practiced by the agencies, result in costly overlapping and duplication 
of effort. Examples of such overlapping are included in the material 
we have furnished the committee. One such example is that some 
time ago, 19 recruiting teams representing 9 agencies went into the 
Pennsylvania area from Washington, D. C., recruiting stenographers 
and typists for Washington. Such recruiting by many agencies 
results in public criticism—and rightly so. 

It is such wasteful and costly Federal recruiting practices that we 
seek to eliminate. We plan to station Commission representatives 
throughout the country to perform a substantial part of recruiting on 
an integrated basis for many jobs common to most agencies. We 
believe that by placing such representatives strategically throughout 
the country, more effective and productive results will be achieved 
at much less cost to the Government. 


COMMISSION’S RECRUITING AND EXAMINING WORK 


Another area needing attention is the Commission’s recruiting and 
examining work. During fiscal year 1953 we plan to replenish those 
lists of eligibles maintained by the Commission which have been 
depleted by the heavy demands of prior years, and to provide addi- 
tional lists which are needed in other occupational categories. We 
have not been able to maintain a continuing examining program in 
the Commission’s central and regional offices during the past 2 
years because our resources have been diverted to effecting emer- 
gency measures. We now expect to provide about 12,600 examina- 
tions during fiscal year 1953, as a result of which approximately 
682,000 applications will be processed. During that year we also 
expect to receive some 2% million inquiries from the general public 
regarding job opportunities, examination ratings, transfer and leave 
regulations, retirement, and similar matters. 


INSPECTION SERVICE 


Another function for which we are requesting funds is the inspection 
service. It is essential that the Commission increase and strengthen 
its inspection service if it is to carry out the mandates and directives of 
the various laws, Executive orders, and Comptvoller General’s deci- 
sions which provide legal requirements and bases for the regulations 
which the Commission must enforce. If we are to make certain that 
delegations of authority to Federal agencies are properly exercised 
and to make periodic reviews and evaluations of the personnel opera- 
tions of the agencies, particularly with respect to the effective utiliza- 
tion of employees on the payroll, it is necessary that we maintain a 
strong enforcement arm. 

Our plans for 1953 provide for increasing the staff which performs 
this very important service in order that we may effectively (1) con- 
duct regulatory inspections to insure that appropriate laws, rules, 





414 


and regulations are adhered to, (2) carry out the President’s directive 
in Executive Order 9830 to exercise and provide leadership in person- 
nel matters throughout the Federal service, and (3) provide leadership 
and assistance to the departments and agencies in connection with the 
President’s manpower conservation directives. We must make cer- 
tain that agencies are making the most effective use of the skills of 
employees now on their rolls so as to avoid the need for additional 
people unless it is absolutely necessary 


INVESTIGATIVE FUNCTIONS 


The over-all requirements for the investigative functions of the 
Commission are estimated to be somewhat less in fiscal year 1953 
than is authorized for 1952. The program as a whole is planned to 
continue at about the same level. 

The Federal employees loyalty program of the Commission, which 
is a part of this activity, was established by Executive Order 9835. 
Under this program we make initial loyalty checks of applicants or 
appointees to positions in the Federal service. If such checks de- 
velop derogatory information regarding loyalty, they are referred to 
the Federal Bureau of Investigation for a full field investigation. 

As this committee knows, we entered the year with approximately 
450,000 loyalty checks unprocessed. In addition to our regular 
appropriation for fiscal year 1952, this Coagress granted us an addi- 
tional $1,400,000 for loyalty work. I am pleased with the progress 
we have made thus far in this item of work; however, with the total 
workload we anticipate, we still expect to end the year with approxi- 
mately 300,000 cases, to be processed, which will mean a large number 


of cases to be adjudicated later on. Funds are requested for 1953 
in an amount which I believe will completely eliminate the huge 
backlog in our loyalty work and permit us to complete the year with 
work-in-process at a normal level. 


PERSONNEL CLASSIFICATION SYSTEM 


We estimate that we will need additional funds for the proper 
administration of the personnel classification system during the fiscal 
year 1953. The total increase requested is to permit the Commission 
to conduct more audits of agency classification actions. As you 
know, the Classification Act of 1949 delegated to the departments and 
agencies the responsibility for classifying positions in accordance with 
standards issued by the Commission. At the same time it requires 
the Commission to make such review as is necessary to determine 
whether agencies are classifying positions in conformance with stand- 
ards and to take whatever corrective action is necessary. 

Inasmuch as it is estimated that there will be approximately 1,125,- 
000 positions under the Classification Act during fiscal year 1953, we 
believe that we should audit approximately 145,000 of those positions 
and we are requesting funds for that purpose. The increase requested 
is due to the increase in positions under the Classification Act, and 
therefore subject to our review, and also to the fact that we believe it 
prudent to provide a more adequate coverage by audits than is possible 
with the funds available this fiscal year. 
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During the course of the formal audits, the Commission will con- 
tinue to assist and advise agencies on classification matters and will 
investigate such matters as alleged pirating, overgrading of jobs, and 
similar harmful practices which may be looked for in times of emer- 
gency Government expansion. 


SERVICE RECORDS ACTIVITY 


While we are requesting only a nominal increase for the service 
records activity as a whole, we are planning on increasing substantially 
the funds available for maintaining the service record files. Planned 
reductions in other functions of this activity approximately offset the 
increased requirements for this work. 

We feel that this file, which is the only centralized personnel record 
of all Federal employees, should be brought into a current status and 
thereafter maintained in current condition. This file is required by 
section 2 of the Civil Service Act, and now contains the records of 
approximately 15% million present and former employees of the 
executive civil service. Funds are requested to process 2,877,000 
items into the files, which will include a backlog of approximately 
1,154,000 items. In view of the great demand for information from 
these files in determining competitive status and in answering in- 
quiries from Members of Congress and congressional committees, 
the executive branch of the Government, and individuals, we plan a 
concentrated effort to bring them up to date during fiscal year 1953. 


CONDUCT A VALUATION OF CIVIL SERVICE RETIREMENT FUND 


An additional item of $173,193 is requested in fiscal year 1953 to 
enable the Commission to make a valuation of the civil service retire- 
ment fund. The Civil Service Retirement Act requires that the Board 
of Actuaries make such a valuation at intervals of 5 years, or oftener 
if deemed necessary by the Civil Service Commission. Since the most 
recent valuation was made as of September 30, 1947, the Commission 
proposes to conduct a valuation as of June 30, 1952, to be completed 
during fiscal year 1953. 

The total cost of $173,193 is composed of $53,193 to cover the cost 
of 13 positions in the Commission which will be charged to this work, 
and $120,000 for machine tabulations which will be made under con- 
tract by another governmental agency which has adequate facilities 
for the job. 


CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


The substantial increase in the requested appropriation for’ the 
civil service retirement and disability fund for the fiscal year 1953 is 
due to four major factors. At this point, however, | want to comment 
on only one of those factors, leaving the other three until this appropri- 
ation comes up for discussion. 

Mr. Chairman, I’m sure this committee knows how I feel with regard 
to the retirement fund. I have been quoted in the press and I have 
stated on many occasions my firm belief that the retirement fund 
should be fully funded and that having the fund in a deficiency posi- 
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tion—which deficiency, by the way, has approximately doubled during 
the past 5 years—is not good business on the part of the Government 
and certainly is not sound from an actuarial standpoint. 

I feel very strongly that the retirement system should be placed on 
a full actuarial reserve basis. This means accumulating as reserves 
the funds required to pay future benefits, so that, at such time as 
employees retire, the full amount of funds are available for retirement 
or death benefits to himself or to his survivors. 

To this end the request for an appropriation for the retirement fund 
for fiscal year 1953 is based on, among other things, a proposal that the 
accrued liability, or deficiency, be amortized over a period of 30 years. 
We strongly recommend this course of action in lieu of the policy which 
has been followed in recent years of appropriating only the interest on 
the principal amount of the deficiency. Such a program will ulti- 
mately result in a reduction in the appropriation requested by the 
Commission for this fund. 

Again, Mr. Chairman, I want to recommend earnestly that the re- 
tirement fund be put on a sound actuarial basis, and I believe that the 
program proposed in this budget presentation will provide a much- 
needed improvement in the method of financing the Government's 
share of the retirement fund. 


RESTRICTIONS ON THE NUMBER OF EMPLOYEES ENGAGED ON PERSONNEL 
WORK 


I want to mention one other matter which, while not directly re- 
lated to the budget of the Civil Service Commission, does affect the 
operation of the Commission’s program. I refer to the restrictions 
placed on the number of employees who may be engaged on personne] 
work. These restrictions which limit the ratio of such emplovees to 
an agency’s total personnel strength have been included in the appro- 
priation acts for several of the departments and agencies for the past 
several years. It is not my purpose at this time to discuss the rela- 
tive advantages or disadvantages of having such restrictions on the 
number of personnel workers in an agency, but rather to point out to 
this committee how the limitations impair the successful operation of 
the Commission’s examining program conducted through its boards 
of examiners in the agencies. 

The specific language used in defining personnel work in these appro- 
priation acts includes committees of expert examiners and boards of 
civil-service examiners as agency personnel workers. While it is true 
that members of civil-service boards are agency employees, I do not 
feel that the work they are doing while acting as board members should 
be considered as agency personnel administration. This work is 
Civil Service Commission work, performed under our direct super- 
vision and carried out in exactly the same fashion as in the Civil 
Service Commission’s own offices. Agencies have complained to us 
that they are unable adequately to carry out the operations of their 
board programs due to the fact that the civil-service board members 
must be included as a part of their personnel office under the limita- 
tions placed on personnel workers by the Congress. The successful 
operation of the Commission’s recruiting, examining, and placement 
program as presented in the budget before the committee today 
depends largely on the efficiency of the work of our boards of examiners 
located in the agencies. Experience has shown that through these 
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boards the major portion of the Federal Government's recruiting 
needs can be met most economically and effectively provided they 
are adequately staffed to do their job. For that reason | urge that 
this committee recommend the elimination of this restriction as it 
applies to members of boards of examiners. 

This brief summary of the high lights of the program we propose for 
the fiscal year 1953 concludes my formal statement. Commissioner 
Perkins is here, as well as Mr. Mover, the executive director, and Mr. 
Williams, our budget officer. We have all collaborated in the prepara- 
tion of this budget and believe that it represents a sound approach to 
the strengthening of the civil service merit system and of the retire- 
ment fund. 

I might add that Commissioner James Mitchell is in Asia, in 
cooperation with the State Department and the Mutual Security 
Agency, making a survey of personnel problems in that area. That is 
why he is not here, but he did pass on this budget before he left. 

I believe Commissioner Perkins has some comments to make at 
this time, after which we are ready to discuss the programs of the 
Commission in whatever detail the committee desires. 

Mr. Tuomas. That is a very nice statement, Mr. Chairman. 

No meeting of this committee with the Civil Service Commission 
would be complete nor would it be adequate or satisfactory if we did 
not hear from Commissioner Perkins. 


COMMISSION'S BUDGET FOR 1953 


Miss Perkins. Thank you. I am very glad indeed to add the 
endorsement of the full Commission, including Mr. James Mitchell, 
our colleague, to the statement which Mr. Ramspeck has made; but I 
do want to remind you there has been a division of duties under the 
reorganization plan between the Chairman and the members of the 
Commission, and that is reflected in this budget. 

The Chairman has the duty under the plan of preparing the budget, 
and the Commission, as a full commission, has the duty of approving 
the budget. This budget was debated and discussed by us at every 
level and in detail with great frankness. The duty of the Commission, 
when considering this is to determine the policy of the Commission. 
We also operate as a quasi-legislative body in the adoption of regula- 
tions, rules, and manuals and to act as a quasi-judicial body in hearing 
all appeals or providing for hearing all appeals and announcing 
policies to be followed in the determination of such appeals. In the 
discussion, therefore, of this budget we are bound to measure in our 
approval, the policies that are reflected as well as to question as closely 
as we are able the way in which the figures were arrived at. And 
may I say that in this case we have all agreed completely as to the 
policies here reflected and have trusted with appropriate confidence, 
the figuring as done by the Budget and Finance Division to indicate 
what appropriation is actually necessary to carry out the policies. 


RECRUITING 


The full Commission, of course, has primary responsibility in the 
fields of the examining, recruiting, and placement divisions, and in 
questioning the adequacy of the results of that program under the 
emergency activities of the last vear. In past vears, in order to make 
haste, to recruit people where they were, and to get them to work 
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quickly to meet the needs of the expansion of the defense program, 
we have had toset up minimum rules and minimum standards, and there 
has been a great deal of recruiting at what we believe to be minimum 
standards. These have not been bad, and it has been protected by 
our regulation that such recruiting and such placements should be on 
a temporary, indefinite basis and such persons do not enter into the 
permanent scheme of the Federal service. But it will in the long run 
be uneconomical and will gradually deteriorate the system of competi: 
tive merit appointment if we do not at some time check it, and this 
seems to be the best time to check it and to expand and emphasize 
true competitive recruiting and placement which can be done by the 
Commission and which is reflected in this program which is presented 
to you. 

The increase is not very great in money, but it does mean we can set 
up in every productive labor market area of the United States a 
permanent recruiting officer to do recruiting for the agencies or to 
assist the various teams coming out from the departments, who now do 
their recruiting on a minimum qualifications basis. This will enable 
them to recruit on a true merit system basis of competitive examina- 
tion and competitive placement. And we feel sure it can be done, 
because we think we have reached somewhere near the peak of total 
Federal employment. 

That does not mean there will not be any turn-over and that there 
will not have to be new placements. There will; but we think the total 
number of jobs is very near the peak unless there is some unforeseen 
circumstance which might cause a great expansion of some depart- 
ments. 

FEDERAL EMPLOYMENT 


Mr. Anprews. Do you have the figure of the total number of 
Federal employees as of some recent date? 

Miss Perkins. Yes. It is about 2.5 million. 

Mr. Wittrams. 2,340,000 as of the end of November. 

Miss Perkins. We think 2.5 million will probably represent the full 
expansion that the Government may have to have in order to carry 
out its present program. 


EXAMINING AND PLACEMENT 


The Commission also, of course, as a commission, is deeply. con- 
cerned with these results of examining and placement, as it is pri- 
marily the work of the Civil Service Commission; we are also greatly 
concerned with the examination and studying of suitability, which is 
one of the aspects of examination which is not always thought of— 
a suitable person, a person who is by character and general intelli- 
gence and personality fit to be a Government employee. It is not 
always possible to select them by the method of a written examination 
or even an intelligence test. A very intelligent person may still be 
quite unsuitable for Federal employment, even though he has proper 
academic and intellectual attainments. 


LOYALTY PROGRAM 
This responsibility, of course, for the Commission for suitability 


as well as for the other factors in a competitive merit system of 
examination leads into direct responsibility for the loyalty program 
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which has developed gradually over the years and in response to 
various necessities. This, of course, has come to be a heavy work- 
load and a heavy charge on the Commission’s funds, and we are 
finding this a very expensive program in terms of money. We have, 
I think, struggled at every level to keep the cost of this operation, 
which has become so necessary, as low as possible. Yet in spite of 
that and in spite of the fact that the cost per case has declined and 
the efficiency of the operation has gradually improved with practice 
and experience, nevertheless, we recognize the fact that it is a very 
expensive system, in comparison to the number of persons who are 
involved as unsuitable on those grounds. 

However, it does have some very interesting side issues in that the 
intensive examination or inquiry into people’s backgrounds to de- 
termine their loyalty has turned up certain other factors about them 
which would never have come out, which do not in any way reflect 
upon their loyalty but do reflect upon the question of their suitability 
for employment in the Federal Government. So that there have been 
more than just lovalty cases that have been gathered in by this pro- 
gram and which perhaps has made it possible for us to make selections 
in terms of good character which is more complete and more effective 
than it was under any previous system. 

I call this expense to your attention because we will be in the future, 
in the years to come, under more pressure to explain that expense. 


APPEALS’ PROGRAM 


The appeals program of the Commission is increasingly important, 
and as tensions get great for one reason or another we have more and 
more appeals. Appeals, of course, come from a great many aspects 
of the Commission’s work, many of them based on law. We have 
appeals from actual examination ratings which we issue; we have 
appeals from performance ratings. I think you will be glad to know, 
however, that those appeals on performance ratings have declined 
and are now at a very low level. 1 think there have been only 83 
appeals so far this year which, of course, is a very considerable reduc- 
tion. But, of course, as those cases decline, there are appeals from 
decisions under the Hatch Act, appeals from veterans on almost 
everything that comes within the Commission’s operation. There 
are at times appeals from classification, because classification has 
within its program matters of opinion which cannot be mathematically 
computed, and people make appealsonthem. There are a few appeals 
on retirement matters. There are, of course, a large number of 
appeals in a reduction in force program by persons who think they 
have not been properly reached, or who have been reached out of 
their turn and ahead of their competitors. Those represent a very 
considerable body of the appeals. And, of course, in the hearing and 
adjudicating of those appeals, the Commission not only has to promul- 
gate the policy, but out of those appeals there comes concern with the 
total operation of the Commission, which gives us an insight into this 
policy making in operation. 

In addition, the Commission has a primary responsibility for the 
adoption of regulations, manuals, and procedures under which all 
departments of the Government perform in this field and it has 
primary responsibility for what is called the Program and Planning 
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Division which is, the particular group of people who assist the Com- 
mission in the analysis of the problems which come before it and are 
likely to come before it as the Federal population increases. 


INSPECTION SYSTEM 


The inspection system which is described in our budget is, we think, 
of great importance, and I do want to emphasize that, because it 
has often been overlooked. Actually the inspection system is the 
only technique of enforeement which the Commission or the Chairman 
has. We adopt regulations, adopt policies, announce them and send 
them out. If we do not inspect throughout the agencies and inspect 
not only the personnel offices but the operating offices, we can never 
know if those regulations are being carried out intelligently and 
effectively. Nor—and this is the other side of the question—can we 
find out apparently what ones of our regulations or manuals of instruc- 
tions are incompetent, ill-advised, inefficient, and ineffective. It is 
out of that inspection system that we get information whereby we 
modify or change our own regulations which we have found are 
impracticable. And it is out of that, of course, that we get enforcement 
through the agencies which makes the present decentralized system of 
operation possible, effective, and efficient. 

I believe this is a well-prepared budget, and I want to make sure 
you understand it has the full endorsement and full understanding of 
every member of the Commission. 

Mr. Tuomas. Thank you. That is a very fine statement. 


ANALYSIS OF OPERATING EXPENSES BY ACTIVITY 


At this point in the record we will insert the table on page 2. 
(The matter above referred to is as follows: ) 





tS 5 

| Changes 1953 
Activity 95% be | compared 
| With 1952 


1. Examining, placement and veterans’ preference. --------. $5, 986,235 | $7,066, 700 
2. Investigation of character and fitness for employment_---: 7, 267, 900 | 7, 223, 700 | 
3. Administration of the personne] classification system --- 1, 440, 400 | 1, 679, 600 | 
4. Administration of the retirement systems - - - _- - peed 1, 354, 740 1, 387, 400 

5. Service records. --- oe ; i Y | 430, 650 433, 500 

3. Federal Personne] Council... --—- hethasialidindbeped =. . 58, 700 58, 700 |..--.-- 
5. Regulatory, appellate and advisory functions - . _- a eee 700, 800 | 706, 800 
8. Executive and administrative services Dice eddas Dae ol 1, O88, 512 1, 075, 600 
Miscellaneous fee services.............---.-.--.---.----.-.-- 98, 145 97, 000 


Total direct obligations, personal services _--.. .-- ...| 18,426,082 19, 729, 000 +1, 302, 918 
Add: Obligations payable from reimbursements. -___- - - iad 217, 730 217, 730 





Total obligations, personal services | 18,643,812 +1, 302, 918 








Direct Obligations, other objects of expenditure__.......-.-.--| 1, 873, 918 , 368, +494, 082 
Add: Obligations payable from reimbursements...-- | 53, 000 ‘ EE oe eS 








Total obligations, other objects of expenditure _ - . 421, +494, 082 





Grand total, all obligations _ _. -- due wapatehe 22, 367, 730 +1, 797, 000 


Deduct: Obligations payable from reimbursements. ___. } 270, 730 | 270, 730 


Net appropriation or estimate pnanm 20, 300, 000 22, 097, 000 | 


Number of positions: 
on an badhenn bank ain | R 899 1, 920 
I Si a ce ee Bae WI SE 6 2, 694 | 








4 
© hast eet let: 8 ak tat 36 4,614 | 
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REGIONAL OFFICES 


Mr. Tuomas. I have gone through this justification rather care- 
fully, and it is certainly very clear. All the information is there, and 
chronologically set out. There is one exception I would make to my 
statement. That is the justifications do not give a breakdown or any 
information dealing with your field offices. 

You have 2,694 employees requested in the field for 1953 as against 
2,468 in 1952, and you have 14 field offices. I wonder if you have a 
breakdown of one of your field offices with reference to its duties. 
Your charts give the classifications and the number at each one of 
your 14 field offices, but what are the duties? I imagine all of the 
offices operate on the same pattern. Do you have an itemized 
breakdown for any one of your 14 offices? 

Mr. Ramspecx. We can furnish it to you if you would like to have 
it, Mr. Chairman. 

Mr. Tuomas. We will go into that in a minute, if that is available, 
and discuss it. 

Mr. WituraMs. You are referring to the type of work they do, the 
activities in which they engage? 

Mr. Tuomas. Yes. 

Mr. WituraMs. They are all similar—all 14. I think the chart will 
give you the information, in that it indicates the breakdown of divi- 
sions. In other words, we have a Personnel Classification Division, 
an Examining and Placement Division, and an Investigation Division. 
We can give you a summary of the duties and the type of work. 

Mr. Tuomas. We will go into that in a minute if that information 
is available. 

REQUESTED APPROPRIATION, 1953 


Your segue for fiscal year 1953 is $22,367,730, which is an increase 
of $1,797,000 over 19: 52.. You have a total request here for 4,614 
jobs, whin h is an increase of 247 over 1952. 

The activities of the Commission are broken down into about eight 
different categories, but the fact remains that the two big jobs of the 
Commission fall in two classifications—one, examining and placement 
and veterans’ preference for a total of $7,066,700, which is an increase 
of $1,080,465 over 1952, and the other one is investigation of character 
and fitness for employment. That program for 1953 is estimated to 
cost $7,223,700, which is a decrease of $44,200 as against 1952. 


SUPPLEMENTAL APPROPRIATION DUE TO PAY INCREASES 


Your salary increases for 1952 total $1,400,000. Is that correct? 

Mr. Witurams. That is correct. 

Mr. Tuomas. And that has not been absorbed but is part of the 
1953 budget, and you will come in during the fiscal year 1952 for a 
deficiency in the sum of $1,400,000. Is that correct? 

Mr. WiuuiaMs. That is correct, sir. 


SUPERGRADE POSITIONS 
Mr. Tuomas. Before going into further detail, we would like to 


discuss with the Commission briefly the question of supergrades 
throughout the entire Federal service. 
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Frankly, at the beginning of the program, those super grades I 
thought were not only in order but very badly needed, and I thought 
they were badly needed due to two or three things, particularly the 
outstanding thing, to get into the Government service new blood that 
we hoped would bring a little more business efficiency into the service, 
and, on the other hand, to hold perhaps a few of the employees who 
were about to leave for employment in private industry. But I have 
seen how this has worked for the last 12 months and found that 
practicaliy all of the super grades in most of the agencies—there are 
some exceptions, of course—amounted to no more than the upgrading 
of their own employees who had been in the agencies for a good many 
years. Of course, the net result was the upgrading of a good many 
agency employees, and they also received an increase in pay with the 
others throughout the entire Government service. 

I notice in the Commission itself you have four GS-16 and one 
GS-18. In looking over the recipients of these super grades, I note 
the most of them are your old employees who have been with you 
for a good many years. So these super grades were not necessary to 
bring in new blood, but the sum and substance of it was they gave 
each one of them a promotion as well as an increase in pay under the 
Pay Act of last year. And you are no different from most of the 
agencies we have looked at. So what it amounts to is simply a wind- 
fall for a few employees and a substantial windfall at that. 

You take the average man who got a GS-16 super grade. It not 
only gave him last year perhaps a $1,000 or $1,500 increase in pay, 
but then he got an $800 increase under the Pay Act. So it added up 
last year to an increase of about $1,800 to $2,300 for doing the same 
work he had always been doing. And that is true throughout most 
of the agencies. 

May we get a comment on that? 

Mr. Ramspeck. I will be glad to comment on it. In the first place, 
1 think the purpose of providing super grades was twofold. One was 
to bring in people from the outside who could not be secured at the 
existing grade levels, the other was to properly compensate people 
who had stayed with the Government notwithstanding opportunities 
on the outside and to retain competent people in the Government. 

I personally very strongly believe that our salary system in the 
Government could stand a great deal of overhauling; that in the lower 
grades we pay more than private employers in this country pay and 
in the upper grades, in management positions, we do not pay as much. 

Mr. Tuomas. You are 100 percent correct in both of those 
statements. 

Mr. Ramspseck. After all, the result of operations depends on 
management. That is true in private business; it is true in Govern- 
ment. We could save hundreds of millions of dollars in this Govern- 
‘ment, in my judgment, if we had the right sort of management. 

Mr. Tuomas. | eannot disagree with that statement in any respect, 
but when you get right down to operation, you have not brought in 
that type. 

Mr. Ramspeck. No; in some places we have not. In the Com- 
mission we have brought in only one man from the outside in those 
super grades. That is Mr. Winslow, who came‘to us from the Budget 
Bureau. It is true we did not get him from the outside. 

Mr. Wruuiams. And Mr. Luikart. 
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Mr. Ramspecx. Mr. Luikart was with the Commission. He is 
Chief of the Examining and Placement Division. He was once in the 
Commission, then went out, and we brought him back as Chief of the 
Examining and Placement Division. 

Mr. Tuomas. Did he go with another Government agency? 

Mr. Witurams. Yes. He went with the Economic Cooperation 
Administration, with an overseas assignment. 

Mr. Tuomas. We are not trying to pinpoint any particular man in 
your agency or any other agency. 

Mr. Ramspeck. I| understand. 

Mr. Tuomas. We had noticed generally that is the rule. 

Mr. Ramspeck. | think generally it is true that the supergrades 
have been used to promote people already in the Government, but 
there have been some brought in from the cutside. 


NUMBER OF SUPERGRADE POSITIONS 


There are 786 supergrades now provided by various acts of Con- 
gress. The Classification Act provides for 400 of them: the Defense 
Production Act, 300; the Federal Civil Defense Act, 22; the Supple- 
mental Appropriation Act of 1951 gave 26 additional supergrades 
to the Department of Defense; the Defense Appropriation Act of 
1952 added 10 to that; the Independent Offices Act of 1952 gave 11 
of them, I believe all to the Comptroller’General’s office; the Second 
Supplemental Appropriation Act of 1952 provided 5. 

Mr. THomas. We gave about 10 to the Comptroller General’s 
Office. They wanted 11 and we gave them 5 additional. 

Mr. Ramsreckx. The memorandum I have shows the Comptroller 
General placed two of those in grade GS-18, two in GS-17, and seven 
in GS-16. That included those he already had and which he gave 
up under the Classification Act and took under this authority. 

Mr. Toomas. We gave him five additional. 

Mr. Ramspreck. But it did increase the total number. Then the 
State, Justice, Commerce, and Judiciary Appropriation Act of 
1952——— 

Mr. Tuomas. The point we are raising is that those 786 super- 
grades have cost the taxpayers in the neighborhood of $1,000,000. 
Now, how has it improved the Government service? All it has 
amounted to, with minor exceptions, has been a promotion with 
increase in pay to people who have been on the payroll for years and 
years, 

Miss Perkins. There is one point that may have been overlooked; 
that is, in these new emergency agencies being formed they wanted to 
select their own personnel and they have found that out of people 
already on the Government payrolls in other departments they had a 
source of recruitment of people who were better than they could bring 
in from the outside. Those persons themselves were reluctant to go 
into defense agencies where they had no particular standing and lose 
their standing 1 in their own agency. I think the opportunity to offer 
a higher salary made it possible for some of those emergency agencies 
to recruit their staffs quickly with competent people. 

Also the turn-over in the Government, although at high levels, has 
not been as high as it was feared it would be, and I think this oppor- 
tunity to offer higher salaries has had something to do with that. 
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Mr. Ramsreck. If you wish it, Mr. Chairman, I think perhaps we 
can give you a breakdown of supergrades, showing which ones are 
occupied by people who were in the Government and which are oc- 
cupied by people who were brought in from the outside. 

Mr. Putuures. What is the total number of supergrades? 

Mr. Ramspeck. 786 are authorized at the present time. 

Mr. Yares. Are they all filled? 

Mr. Ramspecx. I think practically all of them are. There may be 
a few vacancies. And there is a great demand for more. 

Mr. Tuomas. The committee was thinking about putting a limita- 
tion in the bill that perhaps none of the funds in this bill should be 
used to pay any of the supergrades and then take a look at it again to 
see how it works. In view of the fact that most of those supergrade 
employees got an increase of $800 in pay last year in addition to any- 
where from $1,000 to $1,500 additional for the supergrades, we were 
just figuring on taking a look at it for 1 year to see how many personnel 
of those supergrades we lost. 


FEDERAL EMPLOYMENT 


I notice the Commission is estimating that the total number of 
employees will reach in June of this fiscal year the peak and will not 
go any higher—namely, a figure of 2.5 million. What is the latest 
figure you have of employment in the continental United States under 
the classified civil-service system? I believe you gave a figure to 
Mr. Andrews a while ago of 2,340,000. 

Mr. Wiuturams. As of November 30, there were 2,342,321. 

Mr. Tuomas. And you have a figure of about 2.5 million by the 
end of 1952 fiscal year. 

Mr. WiiuiaMs. Those are the figures furnished to us by the Bureau 
of the Budget. 

Mr. Tuomas. We were just wondering if that figure would increase 
during the 1952 fiscal year in view of certain limitations placed in all 
appropriation bills last year. 

What is the figure of employment outside the continental United 
States that is not under the classified civil-service system, namely, 
the State Department, the armed services, and the ECA program? 

Mr. Wittiams. 172,000. 

Mr. Tuomas. 172,000 in addition to the 2,340,000? 

Mr. Wituiams. That is correct. 


PERSONNEL TURN-OVER 


Mr. Tuomas. I note you anticipate the turn-over for 1953 in the 
Federal service for the classified service will be 33 percent. What 
was your estimate for fiscal 1952? 

Mr. Witurams. Thirty-three percent. 

Mr. Tuomas. Your estimate for last year, if my memory serves me 
correctly, was 36 percent. 

Miss Perkins. We reduced it before we presented the budget. 

Mr. Wiuuiams. No. I think the chairman is correct. 

Mr. Tuomas. When you testified on the budget last year, it was 
36 percent. For fiscal 1953 your estimate is 33 percent. What has 
been your experience as of some recent date of the turn-over 
during 1952? 
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Mr. Wiutams. For the first 5 months of this fiscal year, July 
through November, it has been at the rate of 30 percent. 

Mr. Tuomas. Do you have any reason to anticipate it will not re- 
main at 30 percent rather than go to 33 percent or that it might even 
go under 30 percent? 

Mr. Ramspreck. We can only estimate it. As I pointed out in the 
beginning of my statement, our work load depends on other agencies. 

Mr. Tuomas. I mean if your experience for the first 5 months has 
been 30 percent, what makes you believe for the fiscal year 1953 it 
will be 33 percent? What are the factors involved? 

Mr. Ramspreck. There are two factors. One is that the agencies 
do have a certain limitation on them this year. We do not know 
whether it will be on them next year or not. Their appropriations 
came to them late, after the fiscal year started. Therefore, in the 
early months of this fiscal year there was little activity. The second 
thing is the impact of the defense program. Unquestionably it is 
far behind its schedule, and the best information we can get from the 
Office of Defense Mobilization and from the Department of Labor 
is that we will feel that impact beginning about the middle of 1952. 
In other words, the defense contracts and employment necessitated 
by them will begin to be a competitive factor against the Federal 
service beginning about July 1952 and will increase materially for a 
period of several months, probably during the most of that fiscal year. 

Mr. Tuomas. How will the work loads of the various governmental 
agencies be affected by that impact? 

Mr. Ramspreck. Well, it will draw people out of the Federal 
service to higher-paying jobs in private industry, which results in a 
turn-over. At the present time we have some places where we have 
considerable unemployment in the country—for instance, Detroit— 
due to the cut-back in automobile manufacture and the lag in defense 
production taking up that slack. But, the best we can estimate it, 
the defense impact will come next summer, and that will have a 
tendency, as it always has—and we can only judge the future by the 
past—in drawing off some of the people. 

You see, we have over 800,000 of those employees who are what we 
call blue-collar employees, working in industry-type operations, in 
the Department of Defense largely, and even people in the postal 
service are drawn off by those higher wages in factories, and they 
have a considerable turn-over when those things operate. 

Mr. AnprEws. Does this figure of 2,340,000 employees in the 
continental United States include postal employees? 

Mr. Ramspeck. Yes, sir. 

Mr. Tuomas. All under the classified service? 

Mr. Ramsprck. Postal employees, of course, are not under the 
Classification Act but are under the Postal Pay Act and are in the 
competitive service. 

Mr. Tuomas. Approximately how many? 

Mr. Ramspeck. About 500,000 or a little over 500,000 in the Post 
Office Department. 

Mr. Tuomas. Now let us look into two or three of your large 
activities, namely, examining placement, and veterans’ preference 
and investigation in some detail. 
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EXAMINING, PLACEMENT, AND VETERANS’ PREFERENCE 


At this point in the record we will insert the table, including the 
language on page 3 of the justifications. 
(The matter above referred to is as follows:) 


GENERAL STATEMENT 


The principal functions of this activity are to: (1) provide for the recruiting, 
examining, and placement of applicants for positions in the Federal civil service 
through the Commission’s own examining facilities or those of its boards of exam- 
iners located in the various agencies; (2) inspect ageney personnel operations to 
insure compliance with civil-service laws and regulations, and to stimulate and 
recommend improvements in personnel Management practices; (3) administer 
those parts of the Veterans’ Preference Act of 1944 which provide for the granting 
of preference to certain classes of persons because of military service; (4) develop 
and administer a positive program to eliminate discrimination in the Federal 
service, and to hear appeals from Federal employees and applicants who allege 
discrimination because of race, color, religion, or national origin; and (5) provide 
leadership in encouraging agencies to establish programs for the development of 
competent personne! to perform top administrative duties, 


PERSONNEL REQUIREMENTS 


The number of positions and salary costs for this activity are shown in the fol- 
lowing table. 


1951, actual 


| Posi- | ” Posi- 
tions | : | tions 


Posi- 


tions | Cost 





oe RR RC ate 2 tea R ae ae 520.0 2, 187,669 | 496.0 | $2,369, 269 510.0 $2, 441, 066 
Regional offices -..........-..-.-.- : 850.0 3, 541, 843.0 | 3, 804, 452 il, 042. 0 4 S45, 010 


RSS SER NES ae ee. ...}1,370.0 | 5, 729,073 (1,339.0 “617 3,721 ths 552. | 7, 286, 076 
Less: Lapses_..- ‘ H | 41.4] 55, 057 43.6 | 187,486 | 50.4 219, 376 


Net, activity........... _.-------.-|1,328.6 | 5,574,016 [1,295.4 | 5, 986, 235 4, 501. 6) 7 7,066, 700 


Mr. Tuomas. In examining and placement for 1953 you want 510 
positions in the central office as against 496 for 1952. In the regional 
offices you want 1,042 as against 843. That gives a total for 1953 of 
1,552 for this activity as against 1,339, an increase of 213. 

I note in reading the justific ation that the Commission is making an 
about face in its examining and placement compared to the policy 
that has been in operation for the last 12 or 15 months, or since Korea. 





COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


We will also insert in the record the table on page 4 at. this point. 
(The matter above referred to is as follows:) 


| | 
1951, actual 1952, authorized | 1953, estimate 


Functions 


tions tions | |. tions 


v 
| i 
Posi- | Posi- Posi- 
: Cost : s coat 
| 
} 
Examining and placement work: | | | 
Boards of examiners _..._..-- $583, 509 | 205 $996,674 | 265 | $1,338,610 
Positive and intensive recruiting 36 201,241 | 58 315,548 | 113 01, 947 
Commission recruiting and examining 9 3, 665,381 | 804 3,211,485 | 857 | 3,417,416 
Medical work Sha TOES PETES | 260,589} 53 | 3]; 5 | 316, 473 
Operational services anok. Sea 224,370 | 59 





262, 765 
SPEER ECS ee dadns 


Subtotal examining and placement } } | 
work _. A ateg anand Laue 4, 935, 130 |1, 176 | 5, 102,945 |1, 347 | 5, 937, 211 
Inspection service f ¢ 556,662 | 1% | 801,717 | 166 | , 079, 608 
Veterans Federal Employment Service- a 99,123; ; | 219, 912 31. Ci 219, 912 
Fair Employment Board ! F } 30,045 | f | 31, 655 5 31, 655 
Executive development program.__-------| | 113 | 3 | 17, 492 | 3 | 7, 690 





MNRMR, 80h cit 25i4.6%5 ...--|1,370 | 5,729,073 |1, 339 6, 173, 721 |1, 552 7, 286, 076 
Less: Lapses-._-- polos by opting 43 55, 08 43.6 187, 486 50.4 219, 376 


j 


Net, activity 1._.....-..- ..--|1, 328.6 | 5,574,016 {1,295.4 | 5,986,235 |1,501.6 | 7,066,700 


1 Includes a full time equivalent number of positions and actual salary to be paid for Fair Employment 
Board members. 


Mr. Tuomas. This shows that in your examiming and placement 
work, under your boards of examiners, you want to imcrease that 
substantially, from 205 employees up to 265; positive and intensive 
recruiting, from 58 to 113 jobs; Commission recruiting and examining, 
from 804 jobs in 1952 to 857 in 1953. 


WORKLOADS AND UNIT COSTS 


And your table on the next page dealing with workloads and unit 
costs is quite interesting, and we will insert that table at this point 
in the record. 

(The matter above referred to is as follows: ) 


| 


1951, actual | 1952, authorized 1953, estimate 


Work items | 
Cost per 
unit 


Cost per 
unit 


; 
| 
| 
j 
| 


Cos ar | 
Processed i T | Processed Processed 


Processing applications... _- 682, 682 | $2.17 | 506,025 | $2.47 | 681,725 | $2. 
Issuing and auditing certificates 235, 380 | 4.44 183,171 | 4.77 | 171,150 | 4. 
20 


I 
| 15 
! 

Inspecting agency personne! operations - - | 1,466 | 271.00 | 1,618 | 334.00 | 2, 524 | 3 
| 
| 
| 


) 
29 
. 00 


Inspecting operations of Civil Service 


Boards of Examiners. 813 | 87.00} 1,100} 92.00} 1,215 | 88.00 


| 


Mr. Tuomas. I note the unit cost is constantly dropping. For 
processing applications the cost for 1952 was $2.47, and it is down in 
1953 to $2.15; issuing and auditing certificates cost you $4.77 per 
unit in 1952, and that is down to $4.29 a case in 1953; inspecting 
agency personnel operations cost $334 per unit in 1952, and it is down 
to $320 a unit in 1953; and inspecting operations of boards of examiners 
goes down from $92 per unit in 1952 to $86 in 1953. 
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EXAMINING AND PLACEMENT 


I note you say that prior to Korea 83 percent of all placements was 
done by the Civil Service Commission and, since Korea, that dropped 
appreciably, and you think it is bad business for it to drop, for the 
reason of competing recruiting teams from different agencies going 
into the same areas. You say the risks of this program can be 
realized by the fact that in fiscal 1951 only one-half of the Federal 
jobs are being filled through the eligible list; that in Pennsylvania and 
New York you had several agencies going over and competing in other 
areas for scarce skilled people. 

I am wondering, in terms of dollars and cents, if it is not the cheaper 
method in the long run for the agencies to go out and do their own 
recruiting rather than for you to go through the process of announcing 
examinations, grading papers, and having the time lag usually of 12 
to 15 months in getting the lists processed. Of course, in this day and 
time, persons with skills such as stenographers and typists and so 
forth are scarce. I am wondering if in the long run the Commission 
has not saved money by allowing the agencies to go out and do their 
own recruiting. Certainly you have saved time, and you state very 
clearly it costs more money. Wherein does it cost more money? 

Mr. Ramspeck. It is a duplication, Mr. Chairman. 

Mr. Tuomas. There is no question about that; but I am talking 
about where is the cost increased. 

Mr. Ramsprck. Well, you have more than one agency going into 
the same territory for the same category of employees, and we have 
evidence of the fact that the teams they send in are excessively large 
in many instances. They go in without proper publicity, and they 
have to stay there on expense for a day or two until publicity can 
bring in the applicants; whereas, if we had people stationed in those 
labor markets doing positive recruiting for the agencies, we think we 
could save money over-all for the taxpayers. 

Mr. Anprews. Under the law, is that a function of the Civil Service 
Commission? 

Mr. Ramspeck. Yes, sir. 

Mr. Anprews. How do these agencies get by with sending out their 
own teams? 

Mr. Ramspeck. They get by with sending out their own teams 
because we have not had the resources to furnish them eligibles and, 
wherever we have not had eligibles, we have given them permission 
to recruit direct. That is what we are trying to get away from now, 
which we had to do after Korea, because we did not have the resources 
and the money to do it. 

Mr. Anprews. Do they have authority under the law to send out 
teams and recruit employees? 

Mr. Ramspeck. I understand they do. 

Miss Perkrtns. They do with the Civil Service Commission’s per- 
mission. 

Mr. THomas. Well, the Civil Service Commission granted them 
permission at the beginning of Korea to do their own recruiting on 
the theory it would save time and perhaps save some dollars. Now 
the Commission is withdrawing that permission from them, and that 
is what I was wondering about. You are going to rephrase that 
policy; you are going to change back to the old policy where you did 
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all the recruiting and placement, and the agencies will have no juris- 
diction. You are going to do that by two devices. What are those 
devices? First, you are going to set up more examining boards. 


BOARDS OF EXAMINERS 


How many examining boards do you have now? 

Mr. Wiuuiams. We have 1,127. 

Mr. Tromas. I notice you want to increase them by about 100 in 
fiscal 1953. ; 

Mr. WiitiaMs. Yes, sir. 

‘Mr. Tuomas. The other method is recruiting through your regional 
offices; is that correct? 

Mr. Ramspeck. That is right, Mr. Chairman. We had eligible 
lists when the Korean thing started—pretty ample lists. They were 
soon exhausted, and the Commission had to delegate authority to 
the agencies to recruit directly. 

As I pointed out in my statement, in the last fiscal year 47 percent 
of all appointments made in the Federal service were made without 
competition, directly by the agencies. That is not a real merit system. 

Mr. Yates. Was that for all types of jobs? 

Mr. Ramspeck. Yes, sir. We think the emergency as far as expan- 
sion is concerned is practically over; therefore we ought to draw back 
the authority in some instances which was delegated. We propose 
to expand the board program which does give the agencies authority 
to recruit through those boards. 


LOCATIONS OF BOARDS OF EXAMINERS AND NUMBER OF EMPLOYEES 


Mr. Tuomas. Where do the boards of examiners sit, and how many 
persons make up a board? 

Mr. Wixturams. I cannot answer that. It varies considerably. 
Some boards have only one or two employees; other boards, par- 
ticularly in the large navy yards and arsenals, have boards running 
as high as 20 people doing full-time work on examinations which 
service the needs of large installations, like the Philadelphia Navy 
Yard and the Boston Navy Yard. 

Mr. Tuomas. These blue-collar workers to the number of about 
850,000 are in addition to the projected figure of 2.5 million? 

Mr. WixuiAMs. No, sir. 

Mr. Tuomas. What about the non-blue-collar workers? Where 
do your boards sit, and for what positions are they trying to recruit? 

Mr. Wiuuiams. You have them in all large agencies; for instance, 
in the Department of Agriculture and all of its components. You 
have them in the Veterans’ Administration and any other agency 
that has an office large enough and with a sufficient variety of jobs 
that it should do its own examining work in terms of getting people 
and using local labor which can be gotten through local board 
examinations. 

Mr. Tuomas. Well, the only difference between your regional 
office activity and boards is that the boards do the lo¢al job and the 
regional office does the job of covering an area of two or three different 
States? 

Mr. WILuiAMs. Yes, sir. 
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Mr. THomas. How many people are there in your boards? How 
many people do you have engaged in board work, if you have 1,127 
boards? 

Mr. Wituiams. We have 205 people engaged in board work at the 
present time. Those are Commission employees. 

Mr. Ramspeck. What the chairman wants, I think, is how many 
people compose the boards. 

Mr. Wixuiams. We have no information as to the number, which 
varies considerably, depending on the Size of the agency involved. 

Mr. Tromas. I mean what is the total personnel engaged in this 
board work. You have 1,127 boards. What is the total personnel 
of those 1,127 boards? 

Mr. Wiuuiams. We have no figures on that, sir, as to the number 
of agency people who are required to service those boards. 

Miss Perkins. I think we ought to remind you that these persons 
do not, for the most part, serve constantly on boards. They are 
doing other work in the agencies and only serve on the board of 
examiners at the time when the agency is recruiting personnel. 
PAYMENT FOR BOARDS OF EXAMINERS 
Mr. Tuomas. They are paid from your appropriations; are they 
not? 

Miss Perkins. No; they are paid from the agency appropriations. 

Mr. THomas. What part do you pay from your appropriation? 

Mr. Wixturams. None at all; only the people we hire to service the 
board. 

Miss Perkins. Are the secretaries paid by us? 

Mr. WiuuiaMs. They are not. 

Mr. Tuomas. Say you have a board sitting over here in “‘X”’ post 
office in‘‘X”’ city, made up of two or three different employees. What 
part is paid from your appropriation, and what part is paid from the 
post-office appropriation? 

Mr. Ramspeck. Not any from our appropriation; all from the post- 
office appropriation. 

Mr. Tuomas. In other words, -these boards are not paid from your 
appropriation at all? 

Mr. Ramspeck. That is right. 





COMMISSION JURISDICTION OVER BOARD OF EXAMINERS 


Mr. THomas. What jurisdiction do you have over them? 
Mr. Ramspeck. We have jurisdiction over these operations at the 
present time. The Senate has passed a bill which will implement this 
program. It is pending in the House Committee on Post Office and 
Civil Service now. We have a right to train those people and require 
them to operate under our rules and regulations and to carry on the 
examining and recruitment in accordance with standards of the Civil 
Service Commission. 

Mr. Tuomas. That is part of your inspection duty service? 

Mr. Ramspeck. Yes. 

Miss Perkins. And if they do not, we can withdraw the permission. 


Mr. ANprews. Does the board employee get additional compensa- 
tion? 
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Mr. Ramspeck. No, sir. 
Mr. Anprews. If he is a post-office clerk, he receives a salary as a 
clerk yet does work for the Commission? 

Mr. Ramspeck. That is right. He works part-time on Commission 
business. Of course, he is working for the benefit of the Post Office 


; Department. 

q Mr. Anprews. And he works on their time and does this as extra 
| work? 

4 Mr. Ramspeck. That is right. Board work is a part of his regular 
- = job. 


EXAMINING AND PLACEMENT 








Mr. Tuomas. All of your placement and examining is done in the 
field through your boards and 14 regional offices; is that correct? 

Mr. WiuuiaMs. Yes, sir. 

Mr. Ramspeck. | think I might add that this system is in line with 
the recommendations of the Commission on Reorganization of the 
Government, and the initial purpose of it is to decentralize this opera- 
tion so as to speed it up. There was a great deal of complaint that the 
examining process through the central activities of the Commission in 
its central office and regional offices was too slow and that if we would 
push it out into the agencies, we could speed it up. That was the 
thinking in back of it. In my opinion, the success or failure of it 
depends on our ability to train these boards and to visit them regularly 
to see that they are doing a good job and to inspect the agencies to see 
that the job is done in accordance with law and regulations. 


FUNDS FOR BOARD OF EXAMINERS 








Mr. Tuomas. You have set aside for 1952, $996,674 for your board- 
of-examiners program, and you want to increase that to $1,338,610 for 
1953. If you do not pay anything for these boards, wherein do you 
spend this $1.3 million? 

Mr. Ramspeck. We spend it in training the people who compose 

§ the boards and work with them. We have to employ people to get 
around to those boards as often as we think it necessary. 

Mr. Tuomas. Is this money spent in the form of travel? 

Mr. Ramspeck. Funds will be spent for travel, but this part is for 
salaries. 

Mr. WiuuraMs. All of this particular item is for salaries. 

Mr. Tuomas. That means field inspectors to go around to the 
boards. But you do not pay the board members anything? 

Mr. Ramspeck. No; the inspectors in this particular area are the 
people who go out and train the members of the board and work 
with them while they are training. 

Mr. Tuomas. Where are these people stationed? Are they stationed 
in the District of Columbia, or in your regional offices? 

Mr. Ramspeck. They would be mostly in the regional offices. 

Mr. Wituiams. That is correct, sir. Incidentally, Mr. Chairman, 
there is more work in connection with this than merely the training 
of the board members. In our own offices we do a great amount of 

work on board examinations, such as rating the papers that come out 

of the board examinations. For the particular type of examinations 
which can be machine graded, since we have such facilities in our 
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regional offices, all of that work is sent in to us, and we do that work on 
behalf of the board. So that, Mr. Chairman, all of this money is not 
for the purpose of going out and reviewing the boards and working 
with them in the board locations, but a great amount of their work 
comes in to us from the boards which we process and handle for them 


COMMISSION RECRUITING AND EXAMINING 


Mr. Tuomas. Now, your Commission offices and your regional 
offices are doing work of recruiting and examining. They want to 
increase their funds further, to $3, 417 416 in 1953 from $311,211,485 
for 1952. How do their activities fit in and coordinate with the 
activities of the examining boards? 

Mr. Wiiuiams. It is a division of work that falls pretty naturally. 
The boards announce examinations for jobs which are more or less 
common to the particular agencies they serve. The Commission 
announces examinations for jobs which are common to a good many 
agencies of the Government. The work falls into those two cate- 
gories. Where there are many requests for the same kind of examina- 
tion then the Commission office announces that kind of an examina- 
tion. Take accountants as an example, where almost every agency 
of the Government uses them, and also for your administrative jobs. 

Mr. Tuomas. Yes; I understand that part of it, but just what is the 
detail of the operation between the two agencies? Here is a board in 
X town that holds an examination for that particular post office in 
that town or some other Federal agency in that town. Now, what are 
the duties of the regional offices in connection with the activities of 
your local board? 

Mr. WiitiaMms. One, to see that the board members are trained to 
do the examining job, and that they understand the rules and regu- 
lations and understand how they must process that particular exam- 
ination; and two, to see that the board is running the proper kind of 
an examining program in the sense that they are announcing all of 
the examinations necessary to the agency it services. 

Mr. Tuomas. Who grades the papers, the regional office or the local 
board? 

Mr. Wiis. If it is an examination which can be machine- 
graded, like a clerk’s examination or an examination for tabulating 
operators, or things of that sort where you give an examination and 
the applicant simply puts pencil marks upon a sheet of paper, we rate 
the papers and give them to the Board. Then they set up the register 
and start using people from that particular register. 

Mr. Ramspecx. How about post-office Boards? 

Mr. WiuuiaMs. We rate the papers for all post offices. They con- 
duct the examination. 

Mr. Tuomas. You mean the regional offices? 

Mr. Wruutams. Yes, the regional office rates the papers and gives 
them back to the post office, and then they put them in proper numer- 
ical order and use those eligibles in proper order. 

Mr. Putuuips. I thought you said that you were reimbursed for this 
work by the agencies? 

Mr. WiuuiaMs. No, sir. 

Mr. Ramspsck. No, Mr. Phillips, the agencies pay these Board 
members out of their funds, but they do not pay us anything. 
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Miss Perkins. And they do their work for the agency. 

Mr. Puruuires. If you are conducting an examination for a specific 
agency I can see how the agency would then pay your Board members, 
but if you are conducting it for an area involving several agencies of 
the Government I do not see how they can reimburse you. 

Mr. Wruurams. The Board members are paid by the agency for 
whom the examination is held. 

Mr. Ramspreck. We conduct those examinations that cover more 
than one agency. We may have some board somewhere that represent 
more than one agency in which event the members of the Board 
would be from all of the agencies the Board served, so that we do not 
have one agency furnishing Board members to service another agency. 
That is what you are getting at, is it? 

Mr. Puruuiprs. That is, you do not have one of your employees 
paid by another agency? 

Mr. Ramsprck. No, sir. 

Mr. Puriurrs. You mean that the other agency furnishes the 
employee who conducts the examination and then pays him? 

Mr. WiuuraMs. Yes. 


INVESTIGATION OF CHARACTER AND Frtrness For EmpLoyMENT 


Mr. Tomas. Your next big activity is your investigation of 
character and fitness for employment. Mr. Reporter please insert 
pages 28 and 29 of the justifications in the record at this point. 

(The matter referred to is as follows:) 


GENERAL STATEMENT 


The Civil Service Commission, under the Federal employees lovalty program 
established by Executive Order 9835, makes initial loyalty checks of applicants or 
appointees to positions in the Federal service. When these checks develop 
derogatory information regarding loyalty, they are submitted to the Federal 
Bureau of Investigation for a full field investigation. Reports of these investiga- 
tions are considered by loyalty boards established in the regional offices of the 
Commission for adjudication. Appeals from decisions rendered by these boards 
are considered by a Loyalty Review Board in the central office of the Commission. 

The Commission also conducts personal investigations of a nonloyalty nature in 
several types of cases; (1) appeals from veterans, (2) candidates for postmaster 
appointments, (3) serious cases of suitability concerning applicants for or ap- 
pointees to Federal employment, and (4) instances of fraud or collusion in civil- 
service examinations, and complaints of discrimination because of race, religion, 
or political affiliation. 

PERSONNEL REQUIREMENTS 


The number of positions and salary costs for this activity are shown in the 
following table. 





| 
1951, actual | 1952, authorized | 1953, estimate 
| 





| | 
| Posi- 
tions | 


Posi- 


tions Cost 


Cost 





Central office. .____- a secu nde ste gesseeeniwah as $1, 372, 217 507 $1, 938,090 | 499 $1, 920, 569 
PN GUE sn oiit tp as cacvensdewastncnsa}: eee 3, 285, 933 | 1, 386 5, 545, 834 (1,375 5, 518, 649 


TN ieriedenkcdetcnn uate wginascdl hy 4, 658, 150 |1, 893 7, 483, 924 |1, 874 7, 439, 218 
Less lapses 38. 2 133, 658 55.5 216,024 | 55.8 215, 518 





Net, activity 2 1,216.8 | 4,524,492 |1,837.5 | 7, 267,900 |1, 818.2 7, 223, 700 
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Comparative summary statement by function 





1951 actual 1952 authorized 1953 estimate 





Functions 
Posi- | Posi- y Posi- 
| tions | Cost tions Cost tions Cost 





LOYALTY PROCRAM FUNCTIONS 








Record check and inquiry cases__----- 316 | $2, 732, 366 , 193 | $4, 130, 582 JH $3, 967, 966 
Files activities os Sy a 33 | 59, 627 | 167 578, 039 16 550, 749 
Sensitive positions sree | 23 | 9,612 | 0 . 0 0 
Regional loyalty boards '__- dia ; 214, 808 | 76 427; 592 : 566, 809 
Loyalty Review Board !_- } ’ 85, O76 | 34 228, 326 : 251, 231 
Operational services. -- .- : 34 | B, 40 156, 492 3 | 169,352 





Subtotal, loyalty program functions | 1,077 | 3,824,967 | 1,510 | 5,516,031 5, 506, 107 





OTHER INVESTIGATIVE FUNCTIONS 


Veterans Preference Act cases 8, 912 | 25 | 135, 867 y 112, 616 
Suitability conversions from record check | 
and inquiry cases Rg 2, 431 | 232 | 1,180, 907 237 1, 195, 75 
Postmaster cases ‘ 88, 583 | ¢ 101, 811 5 | 138, 
Other qualification cases f 22, 65 9 | 253, 077 | 
Special suitability determination cases ‘ 9, 215 | ‘ 97, 968 | 
Civil-service personnel background in- | | 





186, 
97, 96 
vestigations 9 | 48, 022 


15, 427 
Other merit-system cases 2% 31,391 | 29 150, 241 


186, 658 
Subtotal, other investigative func- } 
tions 178 33, 18 38 1, 967, 893 


Total. ....-.. 1,255 | 4,658,150 | 1,803 | 7,482,924 | 1,874 | 7, 439, 218 
Less lapses__-.-- 38.2 133, 65 é 216, 024 55.8 | 215, 518 





Bite es 
Net, activity 2 1, 216 8 4, 52 492 i, $37.5 | 7, 267, 900 il, 818. 2 7, 223, 700 
| ' | 


1 Includes a full-time equivalent number of positions and actual salary to be paid for Loyalty Board 
members, 


INVESTIGATION FUNCTIONS 


Mr. Tuomas. Of course, the big item of your investigation is under 
the loyalty program function. You want for this entire operation of 
investigation of character and fitness for employment a total of 
$7,223,700 for 1953 as against $7,267,900 for 1952, having a total 
employment for 1953 of 1,874 against 1,893 for 1952, showing — a 
decrease of about 19 positions. That is broken down into subheads, 
such as loyalty program functions, and in this work alone you have 
1,495 employees for 1953 against 1,510 for 1952 with a cost for 1953 
ef $5,506,107, against $5,516,031 for 1952. Your other investigative 
functions are what you might call your old normal investigatory 
practices, Veterans’ Preference Act cases, suitability conversions 
from record check and inquiry cases, postmaster cases, other qualifica- 
tion cases, special suitability determination cases, civil service per- 
sonnel background investigations, and other merit system cases. 


LOYALTY PROGRAM FUNCTIONS 


I am wondering, in view of the fact that there is a 33 percent turn- 
over in personnel throughout the Government service just how much 
dollarwise this thrashing out on your loyalty program is worth to you. 


INVESTIGATIONS PRIOR TO ENTRANCE INTO GOVERNMENT 


How many cases are you behind now? If one-third of the total 
personnel in the Government quits within a year after they are put 
on the payroll, what part of them do you investigate before they are 
on the payroll? 
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Mr. Wiui1ams. About 8 percent of these initial loyalty checks are 
on people who are investigated prior to entry on duty. 

Mr. Tuomas. Ninety-two percent of them are put to work and then 
you investigate them. Then 30 percent of that 92 percent quit before 
a 12 months’ period is up before you get an investigation made of 
them? 

Mr. Wiuurams. No, sir, it does not take 12 months to run an 
initial check. It takes, on an average, 55 days to make the initial 
check which determines whether or not there is any information of a 
derogatory nature as to either loyalty or general inability. 

Miss Perkins. The 8 percent on which the investigations are made 
before entering the service are for sensitive positions. 


WORKLOADS AND UNIT COSTS 


Mr. Tuomas. Looking over your workloads and your unit costs, 
you may insert page 30 of the justifications. 
(The matter referred to is as follows:) 


1951, actual 1952, authorized 1953, estimate 


| 
} 
j 
| 





Work items Bios ca ae RS 
| Cost per Cost per | Cost per 
> "ESSE. . Ss » : 

| Processed unit Pp rocessed unit | Processed unit 





Record check and inquiry cases 479, 364 $5.53 | 822,097 $4.86 | 800, 662 | 
Examining and adjudicating regional | 

loyalty cases 1, 464 | 5 2, 909 140.00} 3,879 
Examining and adjudicating review | { 

board cases 94 | 688. 73 S58. 00 | 115 

Post-audits of loyalty adjudications 2, 169 65 | , 700 15. 69 5, 327 
Veterans Preference Act cases , 048 84. | , 485 91.00 1, 239 
Suitability conversions from record check | 

and inquiry cases : , 945 | 51.00 | 20,978 55.00 21, 504 
Postmaster candidates , 671 5s , vol 57.00 2, 418 
Other qualifications cases 95 18. 00 | , 585 157. 00 1, 198 | 
Special suitability determination cases 28, 764 3. 07 28. 764 3.31 28, 586 
Civil service personnel background in- | 

vestigations 0 287 162. 00 80 
Other merit system cases , 603 80. 1, 692 86. 00 2,179 


1952 FISCAL YEAR LOYALTY BOARD CASES 


Mr. Tuomas. How many people have been separated during the 
fiscal year 1952 up to date for loyalty reasons? First, by your normal 
inspection service, and then, second, through the right of appeal to 
the regional boards, and then to your big board here? 

Mr. Ramspeck. Mr. Chairman, I do not have the figures for just 
the fiscal year 1952. On the loyalty program up to date the total 
number of cages received in the loyalty boards is 18,424. There were 
2,072 of those who have left the service during the investigation. 
There is another 2,028 who left prior to the adjudication of the cases. 
There are 9,835 who were rated as eligible. 

Mr. Tuomas. You say you do not have that information as to what 
those figures are for 1952. How many cases did you have in your 
regional boards, and how many did you have in your big board up 
here on loyalty for the first 5 months, or sometime in the fiscal year 
1952? 

Mr. WiuutaMs. I shall be glad to furnish that for the record, 
Mr. Chairman. 

(The matter referred to is as follows:) 
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Adjudicative workload (July 1, 1951 through Jan. 6, 1962) 





Processed 





Examining and adjudicating regional loyalty cases 1, 510 
Examining and adjudicating review board cases 9 27 











Mr. Tuomas. I think I saw that some place. 
1 


1951 FISCAL YEAR LOYALTY BOARD CASES 


Mr. Witiiams. We have some information on that, Mr. Chairman. 
For the fiscal vear 1951, speaking of the regional loyalty boards, we 
had on hand at the beginning of the year 177 cases in process. We 
received during 1951 2,375 cases, making a total workload for 1951 
of 2,552 cases. Of those we processed 1,464. 

Mr. Tuomas. What was the result of those 1,464 cases you pro- 
cessed? 

Mr. Wiiuiams. That I do not have for that particular period of 
time, Mr. Chairman. 

Miss Perkins. The percentage is probably about the same. 

Mr. Tuomas. I mean was the employee cleared, or fired, or what? 

Mr. Wiuuiams. I do not have the figures for that particular period 
of time, Mr. Chairman. 

Mr. Tuomas. In other words, you have expenditures of about 
$5,500,000 for this work, and I am just trying to find out what good 
they are doing. 


SEPARATION DUE TO LOYALTY BOARD CASES 


Mr. Ramspeck. The total number which has been dismissed as the 
result of an ineligible determination is 361. That is as of November 
last year. 

Mr. Purvis. That were employed? 

Mr. WituiaMs. That is since the beginning of the program. 

Mr. Ramspeck. Yes. That is the total for the whole program, 
which covers the investigation of about 4,000,000 people. You 
remember the FBI checked all employees when this program began, 
and then we have checked those that have come in since, and turned 
over to the FBI those that required a full field investigation. 


REGIONAL LOYALTY BOARDS 


Mr. Tuomas. I have this information here. <A regional loyalty 
board has been set up, of course, in each one of the 14 regional offices, 
and then you have an appeal board. 

Mr. Ramspeck. Yes, sir. pee. 

Mr. Tuomas. Now for your regional loyalty boards for 1953 you 
have requested $566,809 against $427,592 for 1952. This program 
has been going on for 3 years, and your workload ought to be vastly 
decreasing rather than increasing. 

Miss Perkins. They have new applicants which are handled in 
the regional boards, and with the Government expanding now the 
number of applicants is increasing. 
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Mr. Tuomas. Well, the regional loyalty boards are boards set up 
to hold loyalty trials and you make preliminary checks here as well 
as in the field, do you not? 

Mr. WiuuiaMs. No; the regional loyalty boards deal with adjudi- 
cations on new appointees. 

Mr. TuHomas. You mean the boards themselves have jurisdiction 
over these cases? 

Mr. WruttAms. No sir. Checks are made, and the board’s work- 
load comes out of the process of these record checks, and those cases 
that develop loyalty information which go to the FBI for full investi- 
gation. 

Mr. THomas. How many cases do you have before the regional 
loyalty boards now where the FBI has thought they were serious 
enough to call it to their attention and to warrant a hearing? 

Mr. Winuiams. The total workload for 1951 was 2,552 such cases. 

Mr. Anprews. For all boards? 

Mr. Wiiuiams. Yes. 

Mr. Tuomas. For what year? 

Mr. Wiuiiams. 1951. 

Mr. Tuomas. What about 1952? 

Mr. Wiuuiams. We expect to get 4,205 cases. 

Mr. Tuomas. How many cases have they disposed of during the 
first 5 or 6 months of the fiscal year 1952, and what was the result of 
the hearings? 

Mr. Witurams. They have processed of those 1,273. 

Mr. THomas. What was the result of the processing of them? 

Mr. Wixu1aMs. That is one thing I do not have for you. 

Mr. Tuomas. That is most valuable information. We want to 
know what is happening to this $5,500,000, and what is coming of it. 
If it is just routine work and thrashing around fishing for minnows 
and never catching anything, why spend the $5,500,000? 

Miss Perxtns. Because every now and then they catch a big fish, 
Mr. Chairman. 

Mr. Tuomas. The question is how many big fish have they caught? 

Miss Perkins. It is very few. We might as well admit that. It 

not very many of them, but sometimes they are very important. 

Mr. Ramspeck. I think what Miss Perkins says is true, and I think 
not only this committee, but the public is entitled to know that we 
have not found many disloyal people in the Government compared to 
the number of them checked, but I think most everybody would agree 
that we do not want any. 

Mr. THomas. From reading the newspapers it looks like everybody 
in the Government is disloyal, so we certainly ought to have some 
information here as to the number. 

Mr. WituiaMs. Qut of 4,000,000 persons investigated, 361 were dis- 
missed since the beginning of the program. 

Miss Perkins. It is very hard to give any full figures year by year 
as there is such overlapping of cases coming in, and overlapping in the 
process until final adjudication. Some cases will last over 2 years 
because of the time necessarily consumed in hearings, and so forth. 

Mr. Ramspeck. These regional boards make their decisions and 
then the review board in Washington postaudits those decisions, and 
if they think it is necessary they hold another hearing of the case, so 
that it takes some time to finally wind them up, and sometimes, as 
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Miss Perkins says, there is an overlapping of the process. Take the 
service case, for instance, there was a postaudit of the case from the 
State Department, and in that case the review board overruled the 
State Department board. 

Mr. WiuuiaMs. For the regional boards I have these figures for the 
program. In the regional boards, since the inception of the program, 
in November of 1947, they have processed 8,345 cases in the regional 
boards, and from that number rated as ineligible 266 persons. 

Mr. Puruuips. Let me have those figures again, please. 

Mr. Wiuutams. There were 8,345 adjudications. 

Mr. Putuurps. And 266 were ineligible out of the 8,000? 

Mr. Witxrams. Out of the 8,345. Of that number, however, 
1,098 left during the time their cases were in process of adjudication. 


ADMINISTRATION OF THE PERSONNEL CLASSIFICATION SYSTEM 


Mr. TxHomas. The next is activity 3, ‘‘Administration of the 
personnel classification system.”’ I note the language in the act 
requires that the Commission shall prepare and publish standards 
for use in determining proper classes and grades of positions, both 
in the field and departmental service. Agencies are authorized to 
classify positions under their jurisdiction in accordance with these 
published standards. 

Mr. Reporter, will you put in the record at this point the table 
appearing at the bottom of page 46? 

(The matter referred to is as follows: ) 


Personnel requirements—Number of positions and salary costs 





| 
1951, actual | 1952, authorized | 1953, estimate 
| 
Posi: | «4, | Posi- | , | Posi- | 
tions Cost tions | Cost | tions | 


Central office ___- 102 | $548,798 | 107 | $634,160) 113 $675, 851 
Regional offices- _- 136 633, 695 160 ‘S48, 948 198 | 1,056, 541 
Total . 238 1, 182, 493 267 


1, 483, 108 | 311 
Less lapses 


| 
| 
| 
gy 
14 32, 866 8.1 42, 708 | 10.3 
| 


Net, activity 3 230.9 | 1, 149, 627 258. 9 | 


1, “440, 400 300. 7 1, 679, 600 





Mr. Tuomas. For this activity you want 300.7 jobs at a cost of 
$1,679,600 against 258.9 jobs for last year at a cost of $1,440,400. 
Mr. Reporter, you might also put in the record the tables appearing 
on page 47. 
(The matter referred to is as follows:) 
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Comparative summary statement by function 


7 i 
1951, actual | 1952, authorized | 1953, estimate 
| | 
Functions SOMA CEs ER PaaS oe, ET Sera POS er eas 
Posi- 


Posi- | | Posi- | 1 | 
: | Ss i aa | OS | o: 
tions | | tions Cost | tions 


pres Riiand rare 3 ea ae Oe Oa 





Establishing and issuing allocation stand- | 
ards 26 | $150,349 25 $158, 917 
Conducting audits_- | 904, 358 | 216 1, 190, 165 
Reconside ‘ations. ____. | 54, 209 ; 66, 533 
Pay administration 73, 577 67, 493 
Total 23 1, 182, 493 267 1, 483, 108 
Less: Lapses__-- 1 32, 866 : $2, 708 | 


Net, activity 3 ; 230.9 1, 149, 627 1,440,400 | 300.7 1, 679, 600 


Workloads and unit costs 


1951, actual 1952, authorized 1953, estimate 
Work items rae 7 ees ea . 
Cost per |, oe Cost per |, ; Cost per 

unit Processed) ~ unit Processed) “unit 


i 
| Processed 


Establishing and issuing allocation stand- 

ards. _. : 644 $225. 00 35 $245.00 | 630 | $243.00 
Conducting audits... . ; ; | 85,384 10. 39 , 675 10. 62 144, 553 | 9, 64 
Reconsiderations 822 59. 00 , 036 64. 00 1, 025 | 63. 00 


Mr. Tuomas. This is a continuing process, I notice, involving 
writing up job sheets, conducting audits and so forth. Is there ever 
any end of it, Miss Perkins? 

Miss Perkins. No, sir. 

Mr. Tuomas. Why not; a stenographer is a stenographer, is she not? 


ESTABLISHING AND ISSUING ALLOCATION STANDARDS 


Miss Perkins. Of course, we all hope that the number of classi- 
fications can be reduced, and there has been some reduction in the 
number of classifications, but as the Government expands its program 
there has to be, as there is in any other employment in the United 
States, a refinement and definition of what a man does. You hardly 
ever hear of a “handy man” anywhere any more in any kind of work. 

Mr. Tuomas. In 1951 you established 664 standards. This year, 
1952, the number is 633 and for 1953 it is 630. What is the difference 
of between that 630 and the 633 for 1952? These agencies around here 

are word artists. They have people whose job it is to just write up 
those jobs, and when you get through you cannot tell what in the 
world they are doing. What are the 630 job classifications you are 
going to write up in 1953? 

Miss Perkins. These are not job classifications in the sense of job 
sheets. 

Mr. Tuomas. I understand; these are just your standards? 

Mr. WiuuraMs. Yes. 

Mr. Tuomas. Detail some of those 630. How many of those will 
you write up differently than this 633 for 1952? Wherein will they 
differ between 1952 and 1953? 


9, 600 
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Mr. Wiuuiams. As I understand, Mr. Chairman, in the Federal 
service there are about 9,000 job categories. The Classification Act of 
1949 requires that the Commission: issue standards against those 
job categories so that when an agency has one to fill it can turn to a 
standard and learn what the grade requirements are, and whether 
that would come in grade 2 as against grade 3 or 4 and on up the 
line. 

At the present time we have under our standards approximatel) 
80 percent of those 9,000 job categories. 

Mr. THomas. Under grade 9 and above, instead of having 33 per- 
cent turn-over, I will venture to guess it is not 5 percent, and then 
when you get around 2 or 3 or 4 or 5, there is where the heavy turn- 
over is. What is changing from year to vear in that type of work so 
that it is necessary for you to go back and reclassify and write up all 
of this paper work and then let the agencies turn around and rewrite 
it, all of them going up too? 

Mr. Witxrams. By and large we do not unless experience has 
established it is necessary to. We are still in the process of the initial 
coverage of the total number of different job categories in the Federal 
service. Some part of the work is reviewing and bringing up to date 
the most frequently used standards, but by and large it is more a 
process of getting the total coverage as the Classification Act requires 
that we do. ; 

Mr. Ramspeck. You see, Mr. Chairman, this act was passed in 
the latter part of 1949, and for the first time, as I recall it, it set up this 
requirement of the standards, and we have not yet finished covering 
the some 9,000-odd categories that we have to cover. To date we 
have covered about 7,200 different job categories initially, and have 
1,500 to 1,800 standards yet to issue to have complete coverage of all 
positions initially. 

Mr. Puruures. A question I would like to ask is why we need any 
of this at a time when the supply is less than the demand? All you 
have to do today is to say you are a typist or a stenographer and you 
can get a job in a Government department. 

Miss Perkins. You have to do more than that; you have to dem- 
onstrate it. 

Mr. Puiturps. Very little more. 

Mr. Ramspeck. The grade establishes the rate of pay they get, and 
there are different rates of pay for additional responsibility, of course, 
and these standards are to guide the agencies in allocating their posi- 
tions to grades of pay. These grades we talk about are pay grades, 
and I do not know anything that upsets an employee more quickly 
than to feel that employee X sitting at the next desk is getting more 
money for doing the same job than he is getting. So, the result is 
that we have to set up these standards which the agency uses to see 
whether employee X goes into grade 4 or employee Y goes into grade 
5, and so forth on up, through the 18 grades under the Classification 
Act ‘ 

It not only affects that particular job when vou allocate a job to a 
grade, but all other jobs in the agency that have like duties are 
affected, so a change in the allocation of a job may cost more money, 
or save some money, depending upon whether.it goes up or goes down. 

Mr. Puiuurps. Repeating the chairman’s question, then, how many 
of these job descriptions are you changing, or have you changed in 
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the number that is indicated here, some 630 processed this year as 
compared to 633 the year before? Have any of those been changes in 
what would be the same grade description? 

Mr. Ramsprcx. This covers standards, Mr. Phillips, by which the 
agencies allocate positions to grades. It does not relate to the job 
deseription for a particular individual, but standards which will be 
used throughout the agency, as Mr. Williams pointed out. 

Mr. Puruires. How many of those are duplications of the standards 
that you established for the same job prior to this? 

Mr. Ramspeck. As far as I know there have been no duplications. 
We are still trying to finish some 9,000-odd job categories that we 
have to write up under the Classification Act, establish standards for 
more than 9,000 positions in the Federal service. We have taken a 
certain percentage of them each year, so that we are not covering 
again ground which was covered last vear. 

Mr. Anprews. When you finish the 9,000 will you complete this 
work? 

Mr. Ramspeck. When we complete the 9,000 that cost will be 
reduced. We may have to make revisions from time to time as jobs 
and duties change, but it will simply be a matter then of keeping 
these standards up to date. 

Mr. Moyer. These new standards are largely in the scientific and 
professional areas which have not been covered before. There are a 
few, especially in those areas that have been revised, but there has 
been no duplication, and they have been changed because of changed 
conditions and new types of jobs. 

Mr. AnpRews. You have a total of 1,500 to 1,800 remaining that 
have to be written and classified initially? 

Mr. Witurams. Yes. 

Mr. Tuomas. This item has been in the budget for vears and years, 
even long before the 1949 act. 

Mr. Wituiams. We had responsibility for issuing standards prior to 
that. 

Mr. Tomas. Yes, sir. That item has been in this budget for the 
last 6 or 7 vears, long before the 1949 act. 

Mr. Witutams. Yes, sir. 

Mr. Tuomas. Do you have any direct information on these, what 
the 630 standards will cover and how you will use those as compared 
with the 633 of last year? 

Mr. WiuttaMs. I can furnish you with a list of them, Mr. Chairman. 
I have seen it. I do not have a copy with me but I will be happy to 
furnish it to you both for 1952 and 1953. 

Mr. THomas. You have 250 employees at a cost of $1,500,000 here. 
That runs into money. You do not have any of them available now? 

Mr. WiiutaMs. No, I do not have a list of the job categories to be 
covered during these 2 years. 

Mr. Putiuips. At the rate that the Commission is going it will take 
about 15 vears and cost 

Mr. ANDREws (interposing). $23,000,000. 

Mr. Priuurps. Yes; $23,000,000. 

Mr. Wiuurams. As I said they are already about 80 percent covered. 

Mr. Moyer. We have issued 9,136 standards up to the present 
time, including revisions, which is 80 percent coverage. 

Mr. Speck. Less than 10 percent of that total amount of money is 
for standards. 





CONDUCTING AUDITS 


Mr. Tuomas. What is the remainder of it for? 

Mr. Wixurams. Auditing. You see the table on page 47 gives a 
breakdown. 

Mr. Tuomas. That is auditing of the standards? 

Mr. WituiaMs. Auditing of the actual job sheets prepared by the 
agencies. 

Mr. Ramsprck. I think it might be wise for me to say to the com- 
mittee right here that on this auditing of personnel classification that 
we send our people out into the agencies. For instance, last night | 
was reading a report of the collector of internal revenue’s office where 
they actually desk-audited 500 jobs, and they found that 55 of them 
were allocated to the wrong grades. Some of them were too low, and 
most of them were too high, and that is what we do under the auditing 
program. We go in and desk-audit that job to see if the agency has 
properly allocated the position to the grade, and it results either in 
putting it up, keeping it there, or lowering it, depending on what 
the facts are. 

Mr. Puriures. Was there a marked disruption of the morale of the 
office as a result of that? 

Mr. Ramsprcr. Of course, wherever you lower a person’s grade 
that does upset him; there is no question about that. Under the 
Comptroller General’s decision the agency does not have to reduce the 
pay of the individual occupying the job. They can let them continue 
to get the pay of the higher grade until they move out of that job. 
Then a new employee coming into that job gets lower pay. That is 
a decision made by the Comptroller General some months ago. 


ADMINISTRATION OF THE RETIREMENT SYSTEMS 


Mr. Tuomas. Let us look at your activity 4, for the administration 
of the retirement systems. You have in that, the civil-service retire- 
ment and disability fund, and annuties, Panama Canal construction 
employees and Lighthouse Service widows. 

You want 329 jobs for 1953 at a cost of $1,387,400, as against 321 
jobs for 1952 at a cost of $1,354,740. 

Mr. Reporter, insert the tables appearing on pages 53 and 54, giving 
© breakdown of the activities there. : 

(The matter referred to is as follows:) 
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Comparative summary statement, by function 





1951, actual 1952, authorized 1953, estimate 


Functions | 
Posi- | Posi- | aes Posi- fe 

| tions | Cost tions | Cost tions Cost 

| 








P rocessing annuity and death claims... ___| 79 | $349, 961 71 $349, 596 7 $344, 881 
Processing refund claims c . | 39 | 139, 498 36 | 142, 370 : 134, 970 
Processing Service-credit claims_____- 24 | 97, 606 18 81, 727 81, 727 
Maintaining control accounts. _- 34 | 129, 581 29 | 132, 213 ‘ 122, 062 
Maintaining the annuity roll. _- | 20 | 66, 439 22 | 80, 374 . 9, 103 
Maintaining file of retirement-record | 
cards _ - : } 48 | 143, 223 | 47 | 154, 569 i 47, 693 
Handling designations of beneficiary 3 | 10, 007 | ie : 
Answering inquiries __ __- say OOPS 48 | 192, 515 | 196, 285 d 96, 285 
Making actuarial studies, ete. 17 | 69, 563 | 5,73 75, 734 
Mail and files services | 35 | 105,097 | 32 5, 823 | 32 | 5, 823 
Handling retirement medical examina- | 
tions __- } 70, 429 5 | 77, 070 | f 7,070 
Conducting a valuation of the retirement | } 


e.:--.-;--- Rae ee 4 el 3 | 53, 193 











Total. 5 ite dite ; 36% 5. 374, 219 3: 1,395, 761 | | 1, 428, 541 
Less lapses_--.- : 39, 896 41,021 } 41, 141 





Net, activity 4 icnweh 35% 1, 334, 323 321 1, 354, 740 } 1: 387, 400 


Workloads and unit costs 


| | 
| 1951 actual 1952 authorized | 1953 estimate 


Work items 


} Cost per | | Cost per | Cost per 
Pencnneietiin > rocess 2eSSi 
Processed unit Processed! unit Proc ed) unit 


| 
| 
| 
| 4, Sass 
| 


Processing annuity and death claims 
Processing refund claims : 
Processing service-credit claims. _- 
Maintaining the annuity roll___- 
Answering inquiries___ 
Handling retirement medical examina- | | 

ERS OSE RE eh ERE ae a L 16, 762 | 4.00 | 18, 234 | ft 18, 2: 


47,528 | $7.22 | 43,380 $7.89 | 43, 140 | 
182, 992 | 74 | 168,970 : 166, pn 
28,234| 3.44| 27-285) 295] 27 


-é 
186, 911 35 | 209, 245 | od 2305 
206, 035 | -91 | 190, 426 .99 | 192,305 


Mr. Tuomas. Just briefly, what are we doing in the present emer- 
gency compared to World War II with reference to all of these indefi- 
nite employees ‘on the civil-service rolls, and so forth? Give us a 
quick statement on that, Mr. Chairman. 

Mr. Ramspeck. You mean under the Retirement Act? 

Mr. Tuomas. Yes; with reference to the Retirement Act. 

Mr. Ramspreck. All of the indefinite employees that are being put 
on the rolls now go under the Social Security Act, not the Civil Serv- 
ice Retirement Act, unless they are employees who had civil-service 
status and. came back into the Governme ‘nt, in which case they are 
under the Civil Service Retirement Act. 

Mr. THomas. Are you taking their contribution to the retirement 
fund, as you did in World War LI? 

Mr. Ramspecx. No, sir. 

Mr. Tuomas. You pay their contribution to the social-security fund? 

Mr. WituiaMs. Yes, sir. 

Mr. Tuomas. What voucher work is the Commission doing with 
regard to those people? Do you have to keep up their social-security 
records? 

Mr. Wiuuiams. No, sir, we simply pay it into the Social Security 
Administration. 
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Mr. THomas. What records do you keep in your office for thes 
employees? 

Mr. Wituiams. None; except the payroll records. This has no 
bearing at all upon the employees of other agencies. .They dea! 
directly with the Socia! Security Administration. 

Mr. Tuomas. No, that is not accurate; you have to keep the retire- 
ment records. 

Mr. Ramsrrck. For those under the Retirement Act. | That is what 
this appropriation is for. 

Mr. Tuomas. But it increases when there are temporary employees 
That is the point TI am getting at. 

Mr. Ramspeck. I do not think for the retirement funetion it has 
increased, 

Mr. Tuomas, You had 321 jobs for 1952 against 329 jobs for 1953 

Mr. Witurams. There is one other item, and that is an item of 
$53,000 te conduct a valuation of the retirement fund. That is the 
last item on the table. 

Mr. Tuomas. I am going into that later. 

Mr. Wituiams. This is a new item, and had not that been included 
the amount requested would have been decreased by that amount 


SERVICE REcoRD 


Mr. THomas. Activity 5 is “Service records.” You want 118 em- 
plovees for 1953 against 112 for 1952, and $433,500 for 1953 against 
$430,650 for 1952. 

Mr. Reporter, will you insert the table appearing on page 62 in the 
record? 

(The matter referred to is as follows:) 


Personnel requiremenis—Number of positions and total salary costs 





1951, actual 1952, authorized 1953, estimate 


Posi- | - | ‘Posi- | 
- iS " 
| tions | Cost | tions 


Posi- . 
. S 
tions | Cost 


Less lapses Rye te t 3.3 9, 936 3.4 | 2, 464 | 


112.6 | 430,650 | 118.8 


Net, activity 5........-- | 112.7 392, 646 


Total ela ihe 116 $402, S52 | 116 | $443,114 
1 
e 
| 
i 
1 


———— 





Mr. Tuomas. I note that you state that this is the only place in the 
Government service where you have that complete information. As a 
matter of fact, is there not a terrific amount of duplication here? You 
take the Post Office Department, does it not keep its own records, and 
does not the War Department, the Navy Department, and the 
Veterans’ Administration and everybody keep their own records on 
their own employees? 

Mr. WiuuraMs. Yes, sir. 

Mr. Tuomas. So, you take work that they have already done and 
then put it down in one central file? 

Mr. Wiuuiams. That is correct. 
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Miss Perkins. But one employee moves in the course of his em- 
ployment life through many agencies frequently and this is valuable 
in such cases. 

Mr. Tuomas. It seems to me that here is a place where you could 
really do some saving. That information is available in other agencies 
hecause they have to have it. 

Mr. Wiutams. Yes; if you know where it is. 

Mr. Tomas. If a man is going to retire and he writes in he will 
tell you that he worked so many years for the Post Office Department, 
and so many vears for the Veterans’ Administration, and if you:do 
not give him every penny he thinks he is entitled to he will write to 
get credit for those 5 years he was in the Veterans’ Administration. 

Mr. Wiuutams. For retirement purposes you do not need the file. 

Mr. THomas. What do you need it for? 

Mr. Wiuurams. We need it for determining a man’s status. If 
somebody writes in and wants to know if they are entitled to civil- 
service status it may be otherwise necessary to communicate with any 
number of different agencies. We need it to handle the great volume 
of inquiries we get from the different agencies about individuals. 

Mr. THomas. Can you not answer a ‘letter by saying if you had so 
many years of continuous service under the Classified Civil Service 
Act the answer is yes or no? 

Mr. Wiuurams. Well, there are about eight different executive 
orders which confer status upon an employee on different sets of facts. 

Mr. Moyer. It is also used as a location file by the FBI, by the 
internal-revenue service, and by the General Accounting Office. | 
have a request on my desk which just came in from the General 
Accounting Office which wants us to search approximately 4,000 names 
to see whether or not these persons are still in the service and where 
they are located. 

Mr. Ransrecx. We also get inquiries from Congress. I had a 
letter the other day from Senator Wiley about Mr. Grunewald on his 
record of employment in the civil service. 

Miss Perkins. There are a great many congressional inquiries 
where we would be delayed weeks in answering if we did not have a 
central file. 


Recupiatory, APPELLATE, AND Apvisory FuNcTIONS 


‘Mr. Tuomas. Mr. Reporter, insert in the record at this point pages 


72,73 and 74 of the justifications. 
(The matter referred to is as follows:) 


GENERAL STATEMENT 


This activity consists of the functions for which the three Commissioners, acting 
as a single, deliberative body are responsible. These functions are: (1) The 
formulation of civil-serviece rules and regulations; (2) hearing and taking action 
on all types of appeals; (3) the administration of the political activity statutes; 
(4) the investigation of all matters pertaining to the Federal civil service; (5) the 
preparation of the annual report; and (6) the recommendation of measures to the 
President to accomplish more effectively the objectives of the civil-service laws 
and rules. 
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PERSONNEL REQUIREMENTS 


The number of positions and salary costs for this activity are shown in the 


following table: 


Central office _. 
Regional offices 


Total 
Less: Lapses 


Net, activity 7_- 





1952, 


authorized 





Posi- 
tions 


Posi- 


Cost tions 


1951, actual oe 
| 
| 
! 


94 | $503, et 89 
39 | Gl, 059 | 35 | 


250 | 


254 | 


124 


133 704, 
5 3.8 | 


5.4 28, 


127.6 675,996 | 120. 2 } 


| 1953, estimate 


Cost 


Posi- | 
tions 


$526, 262 
195, 535 
721, 797 

14, 997 


| 
$523,573 | 89 | 
195,535 | 35 | 
719,108 | 124 | 
18,308 | 2.7 | 


700,800 | 121.3 | 706, 800 


Comparative summary statement by function 


Functions 


Office of the Commissioners 


Office of the Executive Assistant_- 


Program planning 


1951, actual 


Posi- 


Posi- : 
Cost tions 


tions j 


10.0 | 
13.0 
7.0 


$76, 805 | 
51, 768 | 
36, 077 


Reviewing rules and regulations and pre- 


paration of the annual report 


Investigation of prohibited political activi- | 


ties 
Appellate. and advi isory functions: 
Veteran (sec. 14) _- 
Reduction in force 
Performance rating. - 
All other appeals_. 
Subtotal. 


Total. 
Less: Lapses 


Net, activity 7_- 


Work items 


Political-activity cases 
Veteran appeals 
Reduction-in-force appeals 
Performance-rating appeals 
All other appeals _- 


, 923 2.0 | 
555 | 11.0] 
| i 
2,470 | 39.0 | 
620) 21.0) 
'536| 120] 
5, 496 9.0 | 
"122)| (81.0) 


124.0 | 


38 | 


575, 996 “120.2 


Workloads and unit costs 


| 
1951, actual 1952, 


Cost per 


esse 
unit | Processed 


Processed 


1952, authorized 


, authorized 


1953, 


estimate 


Posi- | 


Cost | tions 


Cost 


10.0 | 
13.0 
7.0 | 


$87, 000 
58, 865 | 
45, 500 


$87, 000 
59, 629 
46, 300 

12, 190 | 


| 
| 

2.0 12, 190 
| 


68,442) 13.0 | 78, 536 
38.0 | 
21.0 | 
11.0 

9.0 | 


(79. 0) 


219, 668 

108, 940 | 
69, 818 | 
48, 685 | 

(447, 111) 


215, 4 
110, 528 
63,7 77 
48, 685 

(438, 142) 

719,108 | 124.0 

18, 308 2.7 | 


721, "707 
14, 907 


700, 800 121.3 706, 800. 


1953, estimate 


iC ost per 


| Cost per 
| Processe d| unit 


unit | 





180 
2, 190 
1,819 

277 


1, 409 


! 

53.00 | 
2. 00 
28. 17 
00 
00 





Mr. Tuomas. Those deal with your regulatory, appellate and 
advisory functions, and lead to the question: Are you not top-heavy 
in the District of Columbia? About 45 percent of your personnel load 
is situated in the District of Columbia. 


This activity consists of the functions for which the three Commissioners, acting 
as a single deliberative body, are responsible. These functions are: (1) Tle 
formulation of civil-service rules and regulations; (2) hearing and taking action 
on all types of appeals; (3) the administration of the political activity statutes; 
(4) the investigation of all matters pertaining to the Federal civil service; (5) the 
preparation of the annual report; and (6) the recommendation of measures to the 
President. 





87, 000 
19, 629 
16, 300 


12, 190 
78, 536 


15, 201 
10, 529 
63, 727 
48, 685 
38, 142) 
21, 797 
14, 997 


06, 800 


late 

pst per 

unit 

$326. 00 
81.00 
26. 82 
117. 00 
35. 10 


and 
eavy 
load 


acting 
) Tle 
action 
tutes; 
5) the 
to the 
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SEPARATIONS FOR CAUSE 


I have up here in my own notation that we have too many rules 
and regulations, and with all of these rules and regulations no one in 
civil service can ever be fired, regardless of what is'said to the contrary. 

Mr. Ramsprcx. We fired more than 17,000 last year. 

Mr. Tuomas. That was more due to a reduction in force, rather than 
anything else. 

Miss Perkins. No, sir. These were separations for cause. 

Mr. Ramspecx. Then there was another figure approximately the 
same for reductions in force. 


WORKLOAD AND UNIT COSTS 


Mr. Tuomas. I notice in your table on workloads and unit costs 
that the unit cost on political activity cases is $326 a case for 225 cases 
in 1953 and for 1952 the unit cost is $353 for 180 cases. You mean 
that is going to get higher for 1952? 

Mr. Ramspeck. | would not be surprised. 

Mr. Tuomas. The rest of the work items are appeals, veterans’ 
appeals, and reduction in force appeals where you have 1,894 cases for 
1953 against 1,819 for 1952, and performance rating appeals where 
you have 275 for 1953 against 277 for 1952. On reduction in force 
appeals the unit cost for 1953 is $26.82 against $28.17 for 1952. 

Mr. Ramspeck. Most of those cases go to hearing, Mr. Chairman 
and, of course, they are very important to the people involved. 


OTHER OBLIGATIONS 


Mr. Tuomas. Mr. Reporter, will you insert in the record the table 
appearing on page 89? 
(The matter referred to is as follows:) 


GENERAL STATEMENT 


A total of $2,368,000 is requested for ‘“‘Other obligations”’ for the fiscal vear 1953. 
This amount is $494,082 more than authorized for fiscal year 1952 and is based 
on the program outlined in the activity estimates heretofore presented. 

The following summary statement shows the amount expended for each object 
of expenditure during the fisca! year 1991, the amount authorized for fiscal vear 
1952, and the amount requested for the fiseal year 1953: 


Comparative summary statement by obj-cts 


= 1952 author- | 1953 esti- 
Yu oe © | 
1951 actual ized mated 


Travel __- ee gE IES BS Naps aie Mi Fe orb DR SB $366, 068 | $506, 763 | $639, 000 
Transportation of things.................-- ee y Se dasitl 62, 343 | 61, 635 | 75, 000 
Communication services. ---- Pini e aavicmivis$ qs Rye cea x 147, 257 | 152, 978 | 170, 000 
ee 2” CR ea ae Pe Re 114, 925 | 156, 000 | 150, 000 
Printing and reproduction_ ._- iho aoe 378, 56 400, 000 | 460, 000 
Other contractual services _ - -- : ; } 41, 406 | 41, 000 168, 000 
SERN ICS TEU i cee cneiieonseavancem 9331, 563 | 358, 773 | 410, 000 
NINE od LOE LGN, 6 ltt cio aba suvletaubousdeoow 191, 677 146, 269 | 193, 000 
Refunds, awards, and indemnities. .-_-_-- ae 1,055 | 500 |.....- 

Nee ee i oe i oe ode badéun 15, 6 50, 000 


‘Tota)...... aks : SEAS RLY OI 1, 650, 465 1, 873, 918 | 2, 368, 000 





93850—52—pt. 1 29 
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Mr. Tuomas. I note your other obligations are $2,368,000 for 1953 
against $1,873,918 for 1952, and for other contractual services $168,000 
in 1953 as against $41,000 for 1952. I also noted you want to conduct 
a valuation of the civil service retirement fund, which you are supposed 
to do every 5 years. I notice in the justifications that your statements 
concerning the retirement fund are very positive, so I do not see where 
you need any more study there. The amount requested for travel for 
1953 is $639,000 against $506,763 for 1952. For transportation of 
things the amount requested for 1953 is $75,000 against $61,635 in 
1952. You have increases all the way along the line except for rents 
and utility services. 

Mr. Ramspeck. Mr. Chairman, I would like to comment on this 
retirement evaluation, if 1 may. 

Mr. Tuomas. Yes, Mr. Chairman, in a minute. 


TRAVEL 
It might be well on this travel to put in the record the table appear- 
ing on page 90 of the justifications. 
(The matter referred to is as follows:) 


Statement of travel Acabarerer by programs 








| 
1951 actual | 1952 authorized 1953 estimated 


Number | Number Number 
oftrav- | Cost of trav- Cost of trav- Cost 
elers | | elers | elers 





ee SS eee een as 





Pe 
Examining and placement.____- 124 | $145, 527 | 136 | $172, 428 $219, 000 


NS SERIES TE ; 110 | * 152,841 | 262 | 250, 880 315, 000 
Classification _ __- BRST Es | 83 |} 43,032 98 58, 455 80, 000 
All other programs.___--..----- 7 24, 668 --| 25,000 |. ° 25, 000 











Total. Dane oie Mi | 366,068 |......._-.| 506, 763 


Mr. Tuomas. Where is most of the travel, out of your regional offices 
or from the District of Columbia? -How do you break down the figure 
on travel between the District of Columbia and the field? 

Mr. Wiuuiams. About 90 percent of the travel is in the field. Cen- 
tral office travel is on business that takes central office people out to 
our own regional offices. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. I notice on rents and utility services that you had 
$156,000 for 1952 against a request for $150,000 for 1953. 

This object includes charges for rent and other utility services exclusive of 
transportation and communication services. 

The requirements for this object for fiscal vear 1952 consists of (1) the rental of 
office space presently occupied at Atlanta, Cincinnati, and San Francisco. 


Mr. WixuraMs. Those are areas in which we have been evicted from 
federally owned space. 

Mr. Tuomas. You pay the General Services Administration $69,535, 
and the other $86,465 is for the rental of machines, and so forth. 

Mr. Wiiuiams. Yes. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. For printing and reproduction you are requesting 
$460,000 in 1953 against $400,000 in 1952. That is for your examina- 
tion questions, and your annual report. 

Mr. Reporter, will you insert page 93 of the justifications in the 
record showing a breakdown ef that printing and reproduction item? 

(The matter referred to is as follows:) 


Break-down for printing and reproduction for fiscal years 1951, 1952, and 1953 








1951 1952 1953 


RS 


Position classification standards. __.-.-....--- ; 7, 836 $8, 000 $8, 0CO 
Federal personne] manual_-.-. Fee 6, 591 7, 000 7, 006 
Official register (required by law) _- PER ey eee P 26, 169 28, 000 28, 000 
Announcement of examinations. ___- ketal y 80, 000 85, 000 
Examination questions and supple mental forms ‘ 
) Application blanks and supplemental forms 33, 305 
Annual report, retirement report, and report of the board 


| 

3 | 115, 000 125, 000 
i 

of actuaries. ___- 2, 881 3, 000 3, 000 
| 
dence 
! 
} 
Bs 


34, 000 46, 000 


Cards, letterheads, pamphlets, standard forms, and other 
miscellaneous items. 113, 154 





125, 000° 158, 000 


378,561 | 400, 000 | 460, 000 





SUPPLIES AND MATERIALS 


Mr. Tuomas. The amount requested for supplies and materials in 
1953 is increased from $358,773 in 1952 to $410,000. 


EQUIPMENT 


The amount requested for equipment is increased from $146,269 in 


1952 to $193,000 in 1953. 
Mr. Reporter, include in the record at this point the table on page 95 

showing a breakdown of the equipment. 
(The matter referred to is as follows:) 


363 typewriters (62 additional and 301 replacements) 
59 dictating and transcribing machines_______ 20, 650 
Office machines (for replacement of items over 10 years old) ~ ... 25, 000 
Filing equipment (for use in loyalty program) _- __- 68, 250 
“quipment for a regional office presently using equipment of the post 
office on a temporary loan basis - - --- -- ais Steconwonedalrcsy epee 
Miscellaneous Aagoeey 12, 300 


Total requirements, 1953 193, 000 


Cost 


Annuities UNpgER Sprctat Acts 


Mr. Tuomas. Mr. Reporter, include in the record the table on 
page 97 for the Panama Canal Construction Annuity Act, the Light- 
house Service Widows’ Benefit Act. Also the reading material on 
page 97, and all of page 98 which shows the anticipated number of 
annuitants for 1953 and page 99 regarding statement of funds. 

(The matter r referred to is as 8 follows :) 


| 
Appro- Sctimata | Changes 1953 
priated oe compared 
195% “. | with 1952 


Panama Canal construction annuity and Lighthouse | | 
Service widows’ benefit fund____- kien . -| $2,955, 900 | $2, 707, 000 | —% 248, 900- 


The Panama Cana! Construction Annuity Act. __. , 2, 643, 000 | 2, 512, 000 ~13 1, 000 
The Lighthouse Service Widows’ Benefit Act_...........-..- 312, 900 | 195, 000 | —117, 900 
! 
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The Panama Canal Construction Annuity Act, approved May 29, 1944 (57 
Stat. 257), provides for the payment of annuities to former civilian employees 
who served on the Isthmus of Panama for at least 3 years during the construction 
period. Survivorship benefits are also provided for the widow of a deceased 
construction employee if she was his wife and lived with him on the Isthmus of 
Panama for at least 1 year during the construction period. 

The Lighthouse Service Widows’ Benefit Act, approved August 19, 1950 (64 
Stat. 465), grants benefit payments of $50 per month to widows of former em- 
ployees of the Lighthouse Service who (1) died while receiving or shall hereafter 
die while receiving retired pay under section 6 of the Lighthouse Service Act of 
June 20, 1918; (2) died at a time when he was entitled to receive retired pay; or 
(3) died or hereafter shall die from non-service-connected causes after 15 or more 
years of Lighthouse Service. 

The request for fiscal year 1953 is for the continuation of the payment of 
annuities authorized, and for the claims expected to be received during fiscal 
vear 1953. On the basis of current information it is probable that claims for 
benefits by widows of former employees of the Lighthouse Service will not reach 
the proportions originally anticipated. 

The statements on the following pages indicate the basis of the estimated 
requirements for this appropriation for the fiseal year 1953. 


Statement of funds required to finance payments under the Panama Canal construc- 
tion annuity act for the fiscal year 1953 


Average an- | 


Number nual rate 


Amount 


Annuity roll as of July 1, 1951 3,031 | $758 $2, 288, 000 
Additions during fiscal year 1952: | 

Regular and Publie Law 696 claims (now pending) 6, 500 

Citizenship claims (now pending) s | 203 |} 3, 200 

Anticipated receipts - - - Mics mi , 50 | | 45, 300 

: | 2 | 2, 343, 000 

Less drops fiscal year 1952 for death : 50 | 52 | 113, 000 

Annuity roll July 1, 1952 x HY a hapa, 2, 230, 000 

Additions during fiscal year 1953 (50 times $752 times 9.08) ____| 5 342, 000 

-| 2, 572, 000 

Less drops fiscal year 1953 for death Rin pagdlanaseieel j 376 60, 000 


Funds required for fiscal year 1953. _...........-..------ , 85 pe MEA <cieteat 2, 512, 000 


Statement of funds required to finance payments to widows of former employees of 
the Lighthouse Service for the fiscal year 1953 





Number | Annualrate | Amount 


Annuity roll as of July 1, 1951 os , | $600 $162, 000 
Additions during fiscal year 1952: | | 
Claims now pending __- : oe bats | : 600 | 12, 800 
Anticipated receipts. -- | é 600 | 24, 000 


| ius nied dok 199, 800 
Less drops fiscal year 1952 for death__-____- Fas ae i 600 10, 800 





Annuity roll July 1, 1952___-.- ka cr! _— 31 tN Sees 189, 000 
Additions during fiscal year 1953_- ie seahbe q 12, 000 





i matin 231, 000 
Less drops fiscal year 1953 for death--._-..-- i | 3 6, 000 





Funds required for fiscal year 1953. ....-.....-..---- 335 | 195, 000 
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PayYMENTs TO Civit Service ReTrREMENT AND DisaBiuity Funp 


Mr. Tuomas. Now, let us look at the big item for the Civil Service 
Retirement Fund on page 100. For 1952 we appropriated $310,000,- 
000 for this purpose, which I thought was doing a pretty good job 
to bring the system up to a sound point actuarially, and now you 
come along and want $457,869,000 for 195 3, which is an increase of 
$147,869,000 over 1952, and you want to spend more money to make 
a study this year to see whether it is actuarially sound, to the extent 
of $173,193. 

Mr. Reporter , will you put page 102 of the justifications in the 
record at this point? 

(The matter referred to is as follows:) 


Payment to Civil Service Retirement and Disability Fund, estimated appropriation 
required for the fisca! year 1953 


Fiscal year 1958 
Average number of covered employees_-____ ~~ __- 1, 767, 000 
. Average annual basic salary __ 12 GE $3, 805 
. Estimated total salaries of covered employ ees - $6, 723, 435, 000 


‘ sgt rnment’s normal cost (2.78 percent of payroll fiscal 
ar 1953) - 2 . a NG Su i Fa $186, 911, 500 
alee ernment’s deficiency ‘cost (an. amortization within 30 
years on accrued liability of $4,938,348,000)!__.... 274, 601, 000 
}. Estimated appropriation required (item 4 plus item 5) 461, 512, 500 
Deduct: 
Recoveries of debts to the United States $158, 000 
Due as reimbursement for contribution 
to the retirement fund: 
From Panama Canal Company 
From Virgin Islands Corporation 19, 000 
From District of Columbia government _ 2, 502, 500 
wo 3, 643, 500 
8. Total appropriation required 457, 869, 000 
1 See the following table: 
Computation of deficiency, fiscal year 1953 
Deficiency determined by Board of Actuaries at June 30, 1951 $4, 875, 000, 000 


— amount required to meet Government’s normal cost in 1952 (2.78 percent x 
1,767,000 X 3,805)... dni ate ek nena ete SIE IER EE, FST 186, 911, 500 


NGS Spee 4 5, 061, gil, 500 
Less direct appropriations and reimbursements to the fund 1952.____- : a Ape i 313 500, 000 


RD He AM I ety pn main SSPE ENS lO Sg ee a eh eee eC Ee 4.748, 411, 500 
Add deficiency cost for 1952 (4 percent X 4,748,411,500)_........__- do pata ncaitoeae 189, 936, 500 


Deficiency at June 30, 1952 4. 938, 348, ‘000 
Mr. Tuomas. I notice the justification carefully points out to us 
that there is no connection between this $457,869,000 being put into 
the fund to make it actuarially sound and the amount that was paid 
out of the fund through retirements, and on that statement we want 
to concur. 
DISBURSEMENTS FROM RETIREMENT FUND 


We would like to see the amount paid out each year, just to see 
how much is going out. How much 1s that amount; you do not set 
it out in the justification? 

Mr. Wiuurams. The disbursement figure for 1951 is $271,512,590. 
The estimated amount for 1952 is $301,112,000, and for 1953 it is 
$321,907 ,000. ’ 
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CONGRESSIONAL APPROPRIATION TO FUND 


Mr. Tuomas. It should be pointed out for the record that for years 
and years Congress never attempted to make the fund actuarially 
sound, but appropriated a little money every year, but nothing to take 
care of or offset the paid-out figure for that fiscal year; is that correct 
or not? 

Mr. Ramspeck. It is certainly correct. They never appropriated 
enough. 

Mr. Tuomas. And the problem confronting the Civil Service Com- 
mission and the committee for the last 5 or 6 years has been to try 
to strengthen the fund actuarially. I think the committee has done 
a reasonably good job. I note that under this system the number of 
covered employees by actual count on December 31, 1950, was 1,767,- 
000; is that correct? 

Mr. WiiuramMs. That is correct, sir. 

Mr. Tuomas. It has increased a little because in the fiscal year 1951 
you had 1,670,000. 

Mr. WitutaMs. The number did not actually increase. This is the 
first time since 1947 we had ever made an actual count. 


NEED FOR CONDUCTING A VALUATION OF THE RETIREMENT FUND 


Mr. Tuomas. Why do you want that $173,193? You have made 
very positive statements here that it is not actuarially sound, and 
that you have got to have about $457,000,000 this year to halfway 
get you in reasonably good shape, and said further that for the last 
5 years, even though we have been appropriating far more than you 
have paid out, that during those 5 years you have gone down hill 


from an actuarial point of view. 

Mr. Ramspreck. May I discuss that a few minutes? 

Mr. Tuomas. Yes, sir; we want to hear from you. 

Mr. Ramsrsecxk. Mr. Chairman, during the 16 years I spent up here 
with some of you gentlemen this is one subject 1 spent more time on 
than any other. The Civil Service Retirement Act was passed in 1920 
and the theory or philosophy of the act was that it would be based 
upon actuarial principles, to be a fully funded reserve system. It 
was originally placed under the administration of the Pension Com- 
missioner who did not ask Congress for any money at all during the 
first 9 years. He concluded he was getting enough money from 
contributions of the employees to pay the money that was necessary 
to be paid out, and, therefore, there were no appropriations made 
until 1929. 

When the act was originally passed the Government assumed 
liability for all the past services of employees then on the rolls, and 
during the first month of its operation some 8,000 employees were 
retired who had never paid anything into the fund, and, of course, all 
of that liability was assumed by the Government. 

Mr. THomas. What period is that, and how many did that cover 
where they did not pay anything? 

Mr. Ramspecx. About 8 000, as I recall the figures quoting them 
from memory. 
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Mr. Yates. During what period? 

Mr. Ramspeck. That was in 1920, in August when the act went 
into effect. They immediately retired some 8,000 people who had 
never paid a thin dime into the fund. Some of those people are still 
living and drawing annuities. Then they assumed liability for the 
past services up to August. 1920 of all employees then on the roll 
who made no contribution for their back service. 

Mr. Yates. Have you any idea how many there were at that time? 

Mr. Ramspeck. No; I do not remember, Mr. Yates. I just could 
not tell you, but since that time the act has been amended to give 
free credit for people who served in the Armed Forces, and by increases 
in pay they have increased the liability of this fund, because the 
amount to be gotten when they retire is based upon the 5 years of 
continuous service which represent the highest figure at the selection 
of the employee. 

Mr. THomas. In other words, inflation is eating up the fund just 
like it is everything else. If a man contributes on the basis of $250 
a month, and he is increased to $300 a month when he retires you 
are going to have to pay him on the basis of $300 a month, when, 
actually, his contribution has been on the basis of $250 a month? 

Mr. Ramspeck. Yes, of course, there have been amendments 
passed from time to time which have increased the benefits and also 
increased the contribution of the employees which originally was 
2 percent and then was increased to 34 percent and to 5 percent in 
1942 which was the last amendment I handled, and then in 1948 
they increased the contribution to 6 percent. 


ASSETS AND LIABILITIES OF THE RETIREMENT FUND 


The Civil Service Commissioners are the trustees of this fund and 
charged by law, as I see it, with trying to make it a sound system. 
Heretofore the reports on this retirement fund have not been as 
realistic as they should have been. So, when I became chairman of 
the Commission I instructed our Retirement Division to show the 
liabilities of the fund as well as the assets, and there are assets in the 
fund. As of June 30, 1951, the assets were $4,419,000,000 plus, but 
the liabilities had not been shown. 

I have just handed you a comparative statement comparing the 
condition on June 30, 1947, with June 30, 1951, which shows an 
increase of $3,700,000,000 in the liabilities in 4 years. That, in my 
opinion, is not a sound situation. It not only is not sound from an 
actuarial standpoint, but it is misleading not to show the liabilities. 

Mr. Tuomas. Repeat those two figures. As of the most recent 
date, what are the assets and liabilities? 

Mr. Ramspeck. Well, the assets as of June 30, 1951, are $4,419,- 
927,112.89, and tbe liabilities as of that same date are $9,294,927,112.89. 

Mr. Tuomas. Leaving there a total deficiency as of June 30, 1951 
of $4,875,000,000. Mr. Reporter, we will insert the table showing 
condition of the fund at this point in the record. 

(The matter above referred to is as follows:) 
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Statement of condition of the Civil Service Retirement and Disability Fund as of J unc 
80, 1947, and June 30, 1951 





June 30, 1947 June 30, 1951 








LIABILITIES 


. Liability to present and former employees for deductions from 
pay roll, service-credit purchases, voluntary deposits, and 
accrued interest... ......-....---....-25..----.--..-.-----------]§1, 571, 744, 233. 20 |. $2, 550, 616, 304. 06 

. Liability to beneficiaries or heirs of deceased, retired employees 
for unliquidated balances of their contributions, with interest _- 1, 187, 210. 41 1, 597, 797.79 

. Liability to retired employees and survivor annuitants for pay- 
ments accrued during June, payable July 1 =i aoe 8, 911, 558. 28 17, 224, 223. 18 

. Liability for all future 0 a in respect to employee and sur- 
vivor annuitants on the roll ._._.._____.- PR Eel oe 887, 098, 688.00 | 2,016, 051, 658. 00 

. Liability for prospective annuity benefits based on service already | 
rendered by present and former employees, not yet retired, in 
excess of benefits to be provided by their contributions with 
PND s ia ha el BS te A dl eed Si 3, 103, 977, 903. 96 4, 709, 437, 039. 86 





-| 5, 572, 919, 593. 94 9, 294, 927, 112. 89 


. Cash and investments in obligations of the United States.____ | 2, 478, 919, 593. 94 4, 419, 927, 112. 89 


DEFICIT 





Excess of liabilities over assets____.................-..-..---}| 3,094,000, 000.00 | 4,875, 000, 000. 00 


' 





PRESSURE ON CONGRESS TO INCREASE BENEFITS 


Mr. Ramspeck. For a great many years there has not been ap- 
propriated to this fund any money to amortize the deficit, and the 
deficit has continued to grow. As I pointed out, it has increased 
$3,700,000,000 approximately in 4 years, but the employees look only 
at the assets, and they have constantly pressured Congress to increase 
the benefits under this act, and they are doing it now. 

There is a bill pending now in the Senate which would cost hundreds 
of millions of dollars if it were passed. They are also putting the 
pressure on Congress to increase the retirement pay of those who were 
previously retired, and I can show this committee if they want to see 
them at least 50 cases where I have had figures looked up, where 
people are getting tremendous amounts of money, far in excess of what 
they paid in. I remember one case of a woman postmaster who put 
in $80 and who eventually took $15,000 out of this fund. 

Mr. Anprews. Do you know if the same thing would apply to social- 
security benefits? 

Mr. Ramspeck. I do not know. I suspect that fund has a large 
deficit too, but it is not the same sort,of a fund. That fund is designed 
to do most for people with short service and for their beneficiaries 
when those people die in service. 

Mr. Tuomas. I want to ask this question, Mr. Chairman. I notice 
there is a lot of demand for an increase in the benefits paid to the 
present annuitants, whose present annuities are based upon a certain 
amount that they paid in. Now, should those annuities be increased 
by the Congress, is it the thinking of the Civil Service Commission 
and the Civil Service Committee of the House to dump that extra 
load on that fund, or is it going to be paid from appropriated funds? 

Mr. Ramsprck. The bill that is pending, Mr. Chairman, would 
dump it on this fund, as you express it. 

Mr. Tuomas. And it is already in a very poor state? 
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Mr. Ramsprecx. Yes. My own personal position and the position 
of the Commission is that annuities ought not to be increased out 
of this fund. 

Mr. Tuomas. If it is increased it ought to be increased out of 
direct appropriations? 

Mr. Ramspeck. Yes, sir; it is a pure gratuity. It is a matter of 
relief, and it ought not to come out of an actuarial system. 

I further point out to you that you cannot have an actuarially 
sound system if you change the benefits after a person retires because 
the theory is to have money in the fund when he retires sufficient to 
fully pay him for his life expectancy, and that is why I am resisting 
the Senate 995, which would add 20 or 25 percent, or something like 
that to the amount already being received. I am not unsympathetic 
with the plight of some of these people getting small annuities, but 
there are millions of people in this country who never worked for the 
Government who are living on less, many who have to pay taxes to 
support this system. 


RETIREMENT FUND DEFICIT 


I cannot see any justification for adding to this deficit which is 
already, in my opinion, growing worse. 

Mr. Anprews. How much is the deficit increasing yearly? Do you 
have the figures? 

Mr. Ramspsck. Almost a billion dollars a year for the last 4 years. 
It has increased $3,700,000,000 in 4 years. 

Mr. Anprews. I see the figures for the 4-year period, but I would 
like to know if you have the figure for the fiscal year 1951? 

Mr. Ramspeck. | do not have them here, but I can furnish them 
to you. 

Mr. Anprews. But it is around a billion dollars a year? 

Mr. Ramspeck. It is $3,700,000,000 for 4 years, approximately. 
We decided to ask the committee this year to make a start on amor- 
tizing this deficit so that we can wipe it out over a period of 30 years 
and get this fund on a sound basis, and I think it is an important thing 
to do because this is in a sense, I would almost say, a concealed 
obligation of the taxpayers of this country which they have not been 
apprised of properly. 

Mr. THomas. Off the record. 

(Discussion off the record.) 

Mr. Ramspeck. It is a very generous system. 

Mr. Tuomas. The theory behind the act, simply stated, is this, 
that the beneficiaries, namely the civil service employees, would pay, 
as the law stands today, 6 percent and the Federal Government 
would match that with 6 percent and in addition pay the administra- 
tive costs of the fund? 

Mr. Ramspeck. That was the original theory of the act, Mr. 
Chairman, that the employees would pay half and the Government 
pay half of the cost and, of course, the Government assumed liabilities, 
as I stated in the beginning, for past service and then assumed liabil- 
ities since for military service and there have been certain arbitrary 
benefits put into the act that are not related to the contribution which 
is made by the employees. 
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Mr. Tuomas. How does it stand now percentagewise? 

Mr. Ramsreck. The result is as of today, with more than 190,000 
people drawing annuities, they are paying 15 percent of the cost and 
the Government is paying 85 percent. 

Mr. Tuomas. It started out on a 50-50 basis? 

Mr. Ramspeck. Yes. 

Mr. Tuomas. And if pending legislation on this subject is adopted 
what would it then be percentagewise? 

Mr. Ramsprck. Of course, that will further increase the Govern- 
ment’s percentage and decrease the percentage paid by the employees. 

Mr. Tuomas. It could be about 5 percent against 95 percent con- 
tribution by the Government, then? 

Mr. Ramspeck. Well, when I first came to Congress the Govern- 
ment was paying about 94 percent. Because of the increased rate of 
contribution put into the act after that, the situation has been bettered 
some, but the 1948 act increased the liabilities of the fund tremen- 
dously and also increased the Government’s obligations. I think it is 
of great importance, gentlemen, to make a start toward amortizing 
this deficit so that we can get this on a sound actuarial basis, and as 
long as I am with the Commission I am going to see to it that the 
liabilities of this fund are put in the spotlight just as much as the 
assets, because I think Congress and the public ought to know that 
we have not any $4,400,000,000 here that we can split up among 
annuitants, but that actually we owe approximately $5 billion to this 


fund. 


MILITARY SERVICE CREDIT FOR RETIREMENT 





Mr. Yates. Where does military service come into this fund? Isa 
person under this fund entitled to add the years during which he was 
in the military service to his Government service in computing his 
annuity? 

Mr. Ramspeck. That is right. 

Mr. Yates. Must it go back to the time when he was in the Federal 
Government service? 

Mr. Ramspeck. It includes any military service, including before he 
ever went to the Government. 

Mr. Yates. Off the record. 
(Discussion off the record.) 





NEED FOR CONDUCTING A VALUATION OF THE RETIREMENT FUND 





Mr. THomas. Mr. Chairman, since this fund is in such bad condi- 
tion, namely where your liabilities exceed your assets by in the 
neighborhood of around $5 billion, is it advisable at this stage of the 
game to go out and spend $173,193 checking up your figures? You 
know that they are within 5 or 10 percent of being accurate, and it 
looks to me like you better put that $173,193 in the fund until you 
halfway get it on its feet. 

Mr. Ramspeck. I think it is advisable for this reason: we have a 
board of consulting actuaries which is set up by the act, and whenever 
a bill to amend the act is proposed we get them to make an estimate of 
the cost of the proposed changes in the act, and without this 5-year 
evaluation they have no adequate figures. 
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You see, we do not keep in the Commission a record of the people 
who are in this system. Those records are all kept by the agencies 
where a person is employed, and when he gets ready to retire they 
will send it in to our Retirement Division, and through this 5-year 
evaluation system we periodically get data upon which accurate 
estimates can be based, and I think for that reason it is very necessary 
because we have to advise Congress about it. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Tuomas. What is the amount of money that the Commission 
received from other agencies for services performed in 1952, and what 
is the amount you anticipate you will receive in 1953? 

Mr. Speck. $270,730 for 1952, and the same amount for 1953. 

Mr. Tuomas. $270,730? 

Mr. Speck. Yes, sir. 


ORGANIZATION CHARTS 


DISTRICT OF COLUMBIA 


Mr. Tuomas. Gentlemen, I have looked over your charts and they 
are very good. For executive management and housekeeping in the 
District of Columbia, it seems to me that the Commission Is consider- 
ably top-heavy. 

I recall that during World War IT an investigation showed that the 
Commission perhaps upgraded its employees more than any other 
agency of government. ‘lhe present Commissioners were not a party 
to that because you were not on the Commission at that time. Take 
your executive department here in the District of Columbia, you have 
the Office of the Executive Director, the Office of the Executive Assist- 
ant, a Fair Employment Board, and a Personnel Council. Then in 
your housekeeping activities you have the Budget and Finance Di- 
vision and Information Division. What part of your Washington 
personnel are engaged in housekeeping activities and general super- 
visory activities? 

Mr. WiuuraMs. For all this activity 8 work, which is our general 
administrative services, percentagewise, Mr. Chairman, it has gone 
down to this extent, in 1951, which is, I think, the year in which you 
raised some serious question about it, it represented about 6.1 percent 
of our total amount of money. Since then, through this intervening 2 
years, and as proposed in the 1953 budget it has gone down to 4.9 per- 
cent. We have reduced the proposed administrative services com- 
pared to our total operation from 6.1 percent to 4.9 percent. 


ACTIVITIES OF CENTRAL AND REGIONAL OFFICE 


Mr. Tuomas. Now, take one of your average regional offices. Take 
the St. Louis office, you have 153 people there. How many people 
are there, engaged in budget work, and how many are engaged in 
personnel work, in other words, for each one of your activities in your 
central office? Do you have corresponding activity in each one of 
your regional offices? 

Mr. Speck. For four of them. 

Mr. Tuomas. What are they? 
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Mr. Speck. Activity 1, examining and placement; 2, investigation; 
3, classification; and 7, appeals. 
Mr. THomas. What are the other four? 
Mr. Speck. They are performed altogether in Washington. 
Mr. Tuomas. Do you have a personnel unit in each regional office? 
Mr. Wiuuiams. No, sir; if the office has less than 100 personnel. 
Mr. Tuomas. Let us meet at 1:30. If you have some information 
on the duties set up on each one we would like to have it. Bring us an 
organization chart on each one of your regional offices. 
Mr. WituiaMs. Yes, sir. 

















ANNUAL LEAVE 


Mr. Tuomas. Under the new law dealing with annual leave, it is 
my understanding that any employee can accumulate up to 60 days’ 
annual leave. Is that correct? 

Mr. Ramspreck. That is correct, Mr. Chairman. 

Mr. Tuomas. Is it also true that on separation he can be paid for 
that accumulated 60 days’ annual leave? There is nothing in the 
act that requires him to take the leave as it accrues? 

Mr. Wixuiams. No, sir; there is nothing in the act that requires 
him to take the leave as it is accrued. 































ORGANIZATION OF REGIONAL OFFICES 





Mr. Tuomas. Do you have anyone who can address himself briefly 
regarding the organization of your regional offices? It is our under- 
standing that each of your 14 regional offices follows the same or- 
ganization pattern and has the same line of duties. 

Mr. Ramsprck. Yes; we have Mr. C. L. Edwards, who heads up 
our field service in the regional offices. Mr. Edwards has served in 
the regional offices and has, in fact, come to this position since I 
became Chairman. I think he can tell you something about that. 

Mr. Tuomas. Take an average office; take the St. Louis office, 
for instance, and give us a quick picture of your personnel set-up 
in that office. You have 153 people there. What are the duties of 
those 153 people? 

Do you have an organization chart of your various offices? 

Mr. Epwarps. Yes, sir. The chart you have there is the 1953 
budget projected by organization. It is not the current picture of the 
personnel structure. 

Mr. Tuomas. All this does is to show you have employees in each 
of your regional offices. We want a breakdown of the personnel in a 
sample office and see what the duties are of those people. 

Mr. Epwarps. We have, of course, at the head of the office a 
regional director and members of his staff. There is a deputy regional 
director, a veterans’ Federal employment representative, and a 
medical officer in each regional office. Some regions have a full-time 
appeals examiner, but in the St. Louis office the work of handling 
appeals is distributed among some of the key people, because they do 
not consider they have enough appeals work to create one full-time 
position. So we have the chairman of the performance rating board 
of review serving as an appeals examiner to handle reduction-in-force 
appeals. That varies from region to region, depending on the work- 
load. 
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Then we have divisions established in each region to handle the 
several different field programs. For example, we have an Examining 
and Placement Division, a Classification Division, an Investigations 
Division, and an Inspection Division. Those are four divisions estab- 
lished in all regional offices. We have under the regional director, 
also, employees who handle budget and fiscal work and office services 

In the St. Louis region there ji is a total of about 35 people in the 
examining program. “That is one of the larger programs. In the 
investigations program we have a total of 61.7 man-vears to conduct 
the record check and inquiry work on the loyalty program and to 
conduct investigations. The Classification Division is a relatively 
small division with a total staff of six people, with one chief of the 
division who also functions as a classifier, four classifiers, and a clerical 
employee. The regional inspection division is also a relatively small 
operation, with one chief of division and three inspectors and a clerical 
employee—a stenographer who transcribes the reports and handles 
the correspondence. Then in the budget, fiscal, and office services 
function, we have a total of 10 people—a budget and fiscal officer, a 
fiscal and accounting clerk, a payroll clerk, and 7 clerical employees 
who handle the mail—receive the mail, open and dispatch the mail— 
maintain our office supplies, the duplication of examination announce- 
ments, perform messenger service, and similar housekeeping duties. 

Mr. Tuomas. Does that take care of all of your employees? 

Mr. Epwarps. Yes. 

Mr. Tuomas. I wonder if you will be good enough when you revise 
your remarks to take each one of the 14 offices and break it down into 
classifications and do just like you have on the chart here. I presume 
each office follows the same pattern. 

Mr. Epwarps. That is right. 

Mr. Tuomas. If you will take one or two offices like St. Louis, 
Chicago, and New York, that will be fine. 

Mr. Epwarps. And distribute the personnel among the various 
activities? 

Mr. THomas. That is right—and with the classifications, just like 
you show on these charts here. 

Mr. Epwarps. The grades? 

Mr. Tuomas. Yes. 

(The matter above referred to is as follows:) 


Functional organization and dis‘ribution of personnel by grade for the following 
civil-serpice regional offices: New York, N. Y.; Chicago, Fl; St. Louis, Mo. 
(as of Nov. 15, 1951) 


SECOND U. 8S. CIVIL SERVICE REGION, NEW YORK, N., Y. 


Regional director’s staff: 
GS-15. Regional director_- 
GS-13. Deputy regional director | “ 
18-13. 
GS-13. Medical officer __ 
35-12. Appeals examiner 
i8-6____. aie “3 
W-5___ 
18-4 
GS-3. 
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Functional organization and distribution of personnel by grade on the following 
civil-service regional offices: New York, N. Y.; Chicago, Ill.; Si. Louis, Mo. 
(as of Nov. 15, 1951)—Continued 


SECOND U. 8. CIVIL SERVICE REGION, NEW YORK, N. ¥.—continued 


Administrative services: 
GS-12. Staff assistant 
GS-11. 
GS-7. Work reports examiner 
oe Supervisor (office services) 


Regional loyalty board: 
GS-15. Chairman (WAEF) 
GS-15. Vice chairman (WAE)-__- 
GS-15. Member (WAE). 
GS-13. Executive secretary and appeals: examiner in charge_ 
GS-12. Examiner (loyalty) ’ 
GS-11. Examiner (loy alty 
GS-7. Administrative assistant 


Examining and placement division: 
GS-18. Chief of division 


GS-12. Chief of section _ _- 
GS-11. Qualifications examiner 
GS-9. Chief of section 

GS-9. } i 

GS-9. Qualifications examiner 
GS-7. Chief of section __ 
GS-7. Uae pate examiner 
GS-7. Board adviser 


Inspection division: 
GS-13. Chief ____- 
GS-12. Civil service e inspector... 


Classification division: 
GS-13. Chief 
GS-12. Position classifier. 
GS-11. Position classifier__. 
GS—9. Position classifier 
GS-5 


Iz | 


1 





wa eo Se 


ee cee el eo 
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Functional organization and distribution of personnel by grade for the following 


civil-service regional offices: New York, N. Y.; Chicago, Ill.; St. Louis, Mo. 
(as of Nov. 15, 1951)—Continued 


SECOND CIVIL U. 8. SERVICE REGION, NEW YORK, N. Y.—continued 


Investigations division: 
GS-13. Chief of division 


GS-11. Rating examiner 

xS-11. Investigator __ 
GS-9. Rating examiner __ 
GS-9. Investigator _ _ 
GS-7. Investigator ___- 
GS-5 


Total, second regional office 


SEVENTH U. 8S. CIVIL SERVICE REGION, CHICAGO, 


Regional director’s staff: 
GS-15. Regional director 
GS-13. Deputy re gional director 
a 13. Veterans’ Federal employment represe ntative 
GS-13. Medical officer Wee ine key 9. 
GS-12. Appeals examiner, reduction-in-force adviser, and chairman 
boards of review _- 


» 
me 


Administrative services: 
GS-11. Budget and fiscal officer 
GS-7. Budget examiner- -- - 


Regional loyalty board: 
ETE AMET ARIE POET RT CO 
GS-16.- Vises chaiemen CWAD) 2255.2 A eee 
a ne em owe 
GS-13. Executive secretary 
GS-12. Examiner (loyalty) 


_ 
ore 


| noe Ree be 


il & 


Examining and placement division: 
GS-13. Chief of division. —-—-.__--- 
GS-12. Assistant chief of division 
GS-12. Chief of section 
GS-12. Consultant examiner (WAE)___.-._______- ee eae, 
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Functional organization and distribution of personnel by grade for the following 
civil-service regional offices; New York, N. Y.; Chicago, Ill.; St. Louis, Mo. 
(as of Nov. 15, 1951)—Continued 


SEVENTH U. S. CIVIL SERVICE REGION, CHICAGO, ILL.—continued 


Examining and placement division—Continued 
GS-11. Qualifications examiner 
GS-11. Board adviser 
GS-9. Chief of section 
GS-9. Qualifications examiner ___- 
GS-7. Qualifications examiner (WAE) - 
GS-7. Qualifications examiner  _ 
GS-5- 
eee. on 
GS-3___- 
GS-2 


“5 


NOW ROO 


oreo 


Inspection division: 
GS-13. Chief 
GS-12. Civil service inspector ___ 
GS-4 


Classification division: 
GS-13. Chief of division 
GS-11. Position classifier __ 
GS-9. Position classifier. 
GS-7. Position classifier 
GS-5. 
GS-3 
GS-2 


Investigations division: 
GS-13. Chief of division 
18-12. Assistant chief (also acts as 
GS-11. Investigator 
GS-9. Rating examiner 
GS-9. Investigator 
GS-7. Investigator (trainee) 
GS-5 
GS-4 
8-3 
GS-2 


Total, seventh regional office__ 


NINTH U. 8. CIVIL SERVICE REGION, ST, LOUIS, MO, 


Regional! director’s staff: 
GS-15. Regional director__ 
GS-13. Deputy regional director_____- 
GS-13. Veterans’ Federal employment representative 
GS-13. Medical officer : : 
GS-12. Chairman, boards of review, “and reduction-in-force adviser 
(also serves as inspector) 
GS-5 
1s—4 
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Functional organization and distribution of personnel by grade for the following 
civil-service regional offices: New York, N. Y.; Chicago, Ill.; St. Louis, Mo. 
(as of Nov. 15, 1951)—Continued 


NINTH U. 8S. CIVIL SERVICE REGION, ST. LOUIS, MO. —continued 


Administrative services: 
GS-9. Budget, fiscal and office services officer 
GS-5 
GS-4__ - 
GS-3 - - 
GS-2 
GS-1 


CPC+2__.. 


Loyalty board: 
GS-15. Chairman (WAE) - oF 
GS-15. Vice chairman (WAE) __ 
GS-15. Member (WAE) 


ee el i ee ee 


Examining and placement division: 
GS-13. Chief of division 
GS-12. Assistant chief of division 
GS-12. Chief of section 
GS-11. Qualifications examiner - - - 
GS-11. Board advisors_______- 
GS-9. Chief of section — __ 
GS-9. Qualifications examiner - 
GS-7. Assistant chief of section _ 
GS-7. Board adviser (trainee) 
GS-5 
GS-4 
GS-3 _- 
GS-2_- _ 


SND meet me ND ee et 


~ 
~ 


Sloray 


Inspection division: 
GS-13. Chief 
GS-12. Inspector 


Classification division: 
GS-13. Chief - P 
GS-12. Assistant chief - : 
GS-11. Position classifier. ___ 
GS-9. Position classifier 
GS-7. Position classifier____ 
GS—4_ _- 


oR Se ee ee eae ee ae ee ee ee. hCU 


Investigations division: 
GS-13. Chief of division (also veterans’ appeals examiner) ----- - - --- 
GS-12. Assistant chief of division : : 
GS-11. Investigator 
GS-9. Chief of section _ _- 
GS-9. Investigator 
GS- 5 ydasiien ante EIN 
GS-6- . .-_. 
Gs- 2 phe 
GS-3. _- 


Total, ninth regional office 
93850—52—pt. 1——-30 
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RECRUITING PROGRAMS BY THE AGENCIES 


Mr. Yates. With reference to your statement as to the separate 
recruiting programs that were undertaken during the last year by 
the defense agencies, how many defense agencies are there that come 
within that category? 

Mr. Ramspreck. I do not think I can answer that question, Mr. 
Yates. Primarily it is the military defense agencies, although there 
has been some direct recruiting by other agencies, such as OPS. 

Mr. Yates. As I remember, the Voice of America had its own 
recruiting program under the State Department. I just wondered 
how many of those programs were undertaken last year. 

Mr. Wituiams. To some extent, all agencies do some recruiting. 
You take in a strictly shortage category where the Commission has 
no eligibles, we simply have to make our delegation Government-wide. 
Any agency may go out and look for categories such as typists or 
stenographers. 

Mr. Yates. You do not do that through your civil-service agency? 

Mr. Witu1ams. No, sir, not where we cannot furnish eligibles. 

Mr. Yates. Is not this a contradiction in terms? You say not 
where you cannot furnish eligibles. Where you cannot furnish such 
personnel, are you not required to go out and recruit for them? 

Mr. Wixuiams. To the extent we have resources; yes, sir. But 
there have been categories where we have not been able to do that 
through the normal civil-service processes, where we have simply been 
required to tell the agencies they must go out and look for their own. 

Mr. Yares. And you are going to continue to have this type of 
duplication; are you? 

Mr. Wiuuiams. No, sir; not based upon our 1953 presentation. 
We intend to move into the area where we have been forced to require 
agencies to do their own recruiting in the absence of Commission or 
board eligibles. 

Mr. Ramsprck. I would like to point out that the 1951 budget was 
based on pre-Korea, and when that came along the Commission did 
not get any additional money, but gave authority to these agencies 
to go out and recruit for themselves. We are trying to get back to 
the pre-Korea system, where we will direct the job and will do it 
through our own staff and these boards we have been talking about. 


NUMBER OF NEW EMPLOYEES IN FEDERAL SERVICE 


Mr. Yarres. How many new Federal employees were hired last year? 

Mr. Wiuuiams. One million. 

Mr. Ramspeck. You mean the total number? 

Mr. Yares. In addition to what you had at the commencement of 
the last fiscal year. 

Mr. Wiuutams. The Federal service added approximately 500,000 
during the fiscal year 1951. 

Miss Perkins. But in addition there were some replacements. 

Mr. WixuraMs. In addition to that, there were replacements by 
virtue of turn-over of something over 500,000. 

Mr. Yates. What portion was new employees, and what portion 
was replacements? 

Mr. WituiaMs. 500,000 were moved into the Federal service during 
that time. 
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Mr. Yates. In new positions? 


Mr. WiuraMs. In new positions—brand new employees—not re- 
placements of employees who had left. 


PLACEMENT OF ELIGIBLES BY COMMISSION OFFICES 


Mr. Yares. Will this same predicament in which you found your- 
self in fiscal 1951 with respect to recruiting still prevail in 1952, or 
does it still prevail in 1952? 

Mr. WituraMs. It does, although not to the same degree. Our 
current estimate which is falling pretty much in line is that the Com- 
mission will be able to make abut 65 percent of the total placements, 
leaving 35 percent to the agencies, as against closer to a 50-50 spilt 
in 1951. In 1953 we are projecting that about 83 percent will be 
covered by the Commission and boards, leaving only 17 percent in 
the agencies. 


INCREASED EMPLOYMENT IN FEDERAL SERVICE 


Mr. Yates. You do not anticipate the same type of rapid rise in 
the number of Federal agencies; do you? 

Mr. WiiuiaMs. No, sir. 

Mr. Yarss. What is your estimate of that? 

Mr. Wruutiams. Of the increase in Federal service? 

Mr. Yatsrs. Yes. 

Mr. Wivuiams. About 2.5 million is the best estimate the Bureau 
of the Budget can give us for 1953. 

Mr. Yates. How many new positions does that represent? 

Mr. WriuuiaMs. It is a projected growth of approximately 160,000. 
We have 2,342,000 at the present time. 

Mr. Ramspeck. We also estimate the turn-over due to people who 
leave the Government. ‘Those positions will have to be filled. 


TURN-OVER 


Mr. Yates. What is the rate of turn-over now? As I remember, 
last year it was something around 33 percent. 

Mr. Wiuuiams. It is 30 percent based on the first 5 months of 
this fiscal year. 

Mr. Putuurrs. Is that the figure for the entire Government? 

Mr. WuuiaMs. Yes, sir. 

Mr. Yates. Have you broken that figure down to show each grade 
where the greatest turn-over exists? 

Mr. WixuraMs. No, sir; we have not done that. 

Mr. Yares. And the turn-over figure includes those leaving the 
employment in a particular job, whether to go to another agency or 
leaving the Federal service entirely? 

Mr. WiuuiaMs. That is correct; yes, sir. 

Mr. Yares. Do you have any figures as to how many people left 
the Federal service during the last fiscal year? 

Mr. Ramspseck. About three hundred and twenty thousand-odd 
actually quit. 

Mr. Yates. 320,000 actually quit? 

Mr. Ramspeck. Yes. 
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FUNDS FOR RECRUITING BY AGENCIES 


Mr. Yates. I do not know whether or not you know the answer to 
this question. 1 will ask it anyway. Do you know what portions of 
the budgets of the other agencies are allocated for recruiting purposes? 

Mr. Ramsprecx. No, sir; we do not. As I pointed out in my 
off-the-cuff statement before | read the prepared statement, our work- 
load is determined to some extent by how much Congress gives these 
other agencies for personnel. We base it on the best estimate we can 
get of what they are asking for and what the increase in Federal em- 
ployment may be. 

Mr. Yares. I was not under the impression the allocation for 
personnel included funds for recruiting purposes. 

Mr. Ramspeck. I do not say it does. I was just injecting the idea 
that we cannot tell what we are going to have to do. 

Mr. Witurams. The appropriations for the agencies would include 
the personnel work to the extent that the agencies must engage in it. 


AGENCY RECRUITING 


Mr. Yates. There is a statement on page 2 which says: 


Under the emergeney procedures now in effect, agencies have recruited 
thousands of persons into the Federal service measured against minimum standards 
and, in many instances, without regard to true open competition. 


In how many of the grades is there true open competition? 

Mr. Ramspeck. There is competition in all grades; but what that 
statement means is that because we could not furnish the eligibles, 
we had to give authority to the agencies to recruit directly. And 
what they did was simply to take applications and pass on the quali- 


fications of the people who applied, and that is not a really competitive 
system. ‘That is a case of taking people as they come. 

Mr. Yates. You do not have a true basis for a competitive set-up 
today, do you? 

Mr. Ramspeck. That is right. That is what we have had since 
Korea. We have not had a true competitive system to the extent of 
43 percent of the job. 57 percent of them were made through the 
competitive system last year, and 43 percent were made by agencies, 
not through a competitive system. 

Mr. Yarrs. Were those who were hired by the agencies given the 
benefit of the civil-service listing? 


INDEFINITE APPOINTMENTS 


Mr. Ramspeck. They get what we call indefinite appointments. 
They do not get a permanent status. 

Mr. Yates. What rights are conferred upon them as a result of 
their employment by the Federal Government apart from what they 
would get under the normal procedure? 

Mr. Wiuuirams. Most all of the rights with the exception of retire- 
ment benefits. They get the same leave rights; they get reduction in 
force privileges; they get the same employee privileges as any other 
employee. 

Mr. Yares. Are they not allowed to participate in the retirement 
plan of Civil Service? 
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Mr. Wituiams. They are not so long as they have not had prior 
service that would have brought them under the Retirement Act. 

Mr. Yates. Is there any legislation by which they can qualify for 
that? 

Mr. Wixuiams. There is not, until such time later on as we get back 
to probational appointments, when they can qualify for that type of 
appointment. But under existing conditions there is no way they can 
get under the Civil Service Retirement Act. 

Mr. Ramspeck. I think it might be well to point out—I was not 
in Congress when this was done, but I think the purpose was to prevent 
this terrific job of refunding contributions to the retirement svstem 
which went on all during World War II. People come in and if they 
do not stay 5 years, they do not obtain any status under the Retire- 
ment Act, and they are entitled to their contributions back if they leave 
before 5 years. So we had literally hundreds of thousands of claims 
for refunds that had to be processed because people, young people 
particularly, came in and then would go into the military service, and 
they would want their money back, and it was a terrific job. So, 
Congress provided for temporary employees to go under the Social 
Security Act. 

Mr. Yares. The difficulty I have with this set-up is that some of 
these people may make a career of the Government service, having 
come into the Government service on a temporary-appointee basis. 
Presumably, therefore, they should be permitted to participate in the 
benefits of retirement. Have you any of those? 

Mr. Ramspreck. They may later be converted to probationary em- 
ployees, and if thereafter they obtain permanent status, then they will 
get it. 

Miss Perkins. Or they can take an examination to get on the reg- 
ister. 

Mr. Yares. Do they take an examination now? 

Mr. Ramspeck. Yes, but not for permanent appointments. 

I think it might be well to explain that the reason for making indef- 
inite appointments in part, at least, was to obviate the problem we had 
after World War II when Government personnel was reduced drasti- 
cally and you had all this difficulty of deciding who would stay in, 
who had to get out, and the other reduction in force problems. It 
won’t be as bad if we reduce after this emergency——that is, if we get 
to the end of this emergency—as it was after World War II. 


AGE RESTRICTIONS ON EMPLOYMENT 


Mr. Yates. Are there any limitations in your regulations with 
respect to the hiring of people beyond a certain age? 

Mr. Ramspreckx. Yes. There are age limits except for veterans. 
The veterans’ preference law waives the age limit for veterans. 
They are generally agreed on by the Commission and the agency 
that has the job, and they are tailored more or less to fit the job. 
If it is a job which requires great physical effort, of course, they 
would eliminate the older people, but ordinarily the age limits run, 
| think, from 18 years up to 63. 

Mr. Moyer. That is right. 

Mr. Yarrs. You mean a person over 63 years of age cannot get 
a job with the Federal Government? 
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Mr. Ramspeck. Generally.speaking, they cannot, unless they are 
veterans. 

Miss. Perkins. There are certain classifications where there have 
been exceptions made, however. 

Mr. Yates. Such as what? 

Miss Perkins. They are persons of special qualifications where 
there is a short supply of personnel such as scientific and professional 
specialties that are difficult to get. 

Mr. Yates. What is your viewpoint on this age limitation? It 
seems to me, faced as we are with an aging population—that people 
beyond this age certainly should be entitled to employment if they 
are able to fill the job; should they not? 

Mr. Ramspeck. That is a question I think all of us might reexamine. 
I am just expressing my personal opinion now. The regulation grows 
out of the fact that you have a retirement system that calls for 
mandatory retirement after 15 years of service, and if you let in a 

erson at 63, he would be 76 before he had to retire. Of course, if he 

ecomes disabled before that, he must retire. They retire at age 70 
if they have had 15 years service, but they can go beyond 70 until 
they finish 15 years of service. 

Mr. Yares. If that is true, there is no reason why people who do 
not qualify now for retirement benefits and who are over 63 should not 
be employed in certain positions; is there? 

Mr. Ramsreck. Of course, social security gives retirement at age 
65. I do not think it has any mandatory provisions in it. 

Mr. Yates. They are entitled to it, if they want it. 

Mr. Ramspseck. Yes. Of course, there is one other argument that 
is used about this question of mandatory retirement. That is, you 
open up the way for young people to be promoted. But I think as 
en we are going to have to take a second look at this question 
of age. 

Mr. Yates. You are either going to hire, them or are going to 
support them. 

Mr. Ramspeck. That is right. 

Mr. Yates. Would the basic law or regulation of the Civil Service 
Commission have to be changed in order for people over 63 to be 
employed? 

Mr. Ramspeck. There is no law that prevents it, so far as I know. 
It is simply a matter of agreement with the agencies who know what 
sort. of people they have to have. As a general rule, unless we think 
they are wrong, the Commission goes along with the age limits that 
the agency proposes for a particular type of position. 

Mr. Yates. What proportion of the job classifications is such as 
would inhibit, except for physical injuries, the employment of people 
beyond the age of 63? Do you have any idea on that? 

Mr. Ramspeck. No; I do not offhand. Of course, you have half a 
million of your jobs in the postal service, and most of them require a 
considerable amount of physical work. 

Mr. Yates. Are not your postal workers under the benefits of civil- 
service retirement? 

Mr. Ramspeck. Oh, yes. 

Mr. Yates. So this would not apply to them? 

Mr. Ramspeck. Oh, yes; the age limits apply to them. 





469 


Mr. Yates. I was thinking in terms of those who do not qualify 
for the retirement benefits. 

Mr. Ramspeck. I cannot answer that question. 

Miss Perkins. You mean those who are just temporary indefinites? 

Mr. Yates. Yes. 

Mr. Ramsprck. They are scattered all through the Government— 
in the postal service and everywhere else. We are not making 
permanent appointments now and cannot at the present time. 

Mr. Yates. In your opinion, do you not think many of the people 
over 63 could handle a lot of these jobs? 

Mr. Ramspeck. Yes; I think some of them could. As a matter of 
fact, I do not think that age alone was any very sound ground for 
judging what a man can do. 

Mr. Yates. Is there not something we can do about it, then? 

Mr. Ramspeck. Well, I think it is a matter of education as much 
as anything else. 

Mr. Yates. Education of the other agencies? 

Mr. Ramspeck. The principle has grown up that people ought to 
retire at a certain age. You have it in your private retirement 
systems. It is a situation that has grown up, that a man who gets 
to 65 and 70 ought to retire. 

Mr. Yates. That was a depression-born philosophy, though. It 
was not born in a time of emergency such as we have now. 

Mr. Ramspeck. It was certainly emphasized during the depression, 
although there were retirement systems in existence then which had 
mandatory age limits. The civil-service retirement system when I 
came to Congress in 1929 had a mandatory retirement age of 62 for 
certain employees and 65 for others and 70 for clerical and adminis- 
trative employees, and one of the amendments I proposed raised that 
age to 70 for all employees. So 1 am not out of sympathy with your 
thinking. 

But the other side of it is that people who have to have these 
employees are not willing to take them beyond that age, generally 
speaking. 

Mr. Yates. But is not this one of the qualifications that could be 
figured in determining the suitability of an empléyee for a particular 
position rather than having an arbitrary designation of his being 
unsatisfactory? 

Mr. Ramspreck. You could test physical ability by a physical 
examination to see whether he is able to do the work. Consideration 
is being given in the manpower policy committee right now under 
Mr. Wilson to this very question you are discussing, of bringing older 
people back into the work force. There has not been any decision 
reached on the policy yet, but if they adopt that policy, it would 
probably mean we would have to ask for legislation to permit the 
employment in the Government of people beyond retirement age. 

Mr. Yates. That is for those people who do not fit into this category 
of permanent temporaries? 

Mr. Ramspeck. That is right. 

Mr. Yates. In your opinion, could we make a forward step, 
then, in requiring the abolition of this age limitation? 

Mr. Ramspeck. I think it is worth considering. 

Mr. Yates. The reason for my questions, frankly, is this: last spring 
I made about a 2-minute broadcast on the problems of agencies 





470 


throughout the United States, and I must have received 2,000 letters 
in 2 weeks. I would say approximately 100 of those letters were from 
people who tried to get jobs with the Government and were told they 
could not get them because of this arbitrary age limit. They said 
they were qualified in every respect for discharging the duties, but 
they never had a chance because of their age. It seems to me that is 
very unfair when a person is qualified in every respect to bar Federal 
employment to him. I personally favor the abolition of the age 
limitation. 

Mr. Ramspeck. I certainly think it is a matter we ought to go into 
and see if we cannot get an agreement with the agencies that would 
permit those people to be employed. 

Mr. Yares. Well, is it their regulation, or is it yours? 

Mr. Ramspeck. As | said, it is a matter of joint agreement. We 
make the regulation, but we have never put our judgment up against 
that of the agency as to what they need in the way of capacity. We 
pass on the qualifications of people, surely, but they have a particular 
type of job; they know what the duties are; they know what it takes 
in the way of physical stamina to fill that job and, unless we think it 
is an arbitrary decision, we generally go along with them. 

Miss Perkins. Should we not tell the Congressman that one of the 
reasons why the agencies are reluctant to raise the age limit is that 
they say in some of these posts they have to put in 2 or 3 years 
of training before they have a thoroughly developed, competent 
employee, and they do not like to do that with people who have reached 
the age where they know they will soon be pulling out. I think that 
is one of their strongest arguments, although I agree with Mr. Rams- 
peck that we ought to find some way to raise the age limit. I do 
appreciate what the operating person is thinking about when he has a 


large staff. He does not want them all gettmg along toward 60 at 
once; he wants to bring in some new blood all the time. 

Mr. Yates. I would agree with that, except I still am firm in the 
conviction that to bar a person just because he arrives at a certain age 
is not fair. 

Miss Perkins. I agree with you. 


APPOINTMENT OF LOYALTY BOARD MEMBERS 


Mr. Yares. How are members of the regional loyalty review boards 
appointed? 

Mr. Ramsprck. They are appointed by the three Commissioners 
generally on the recommendation of our regional director. 

Mr. Yares. How are the members of the Loyalty Review Board 
appointed? 

Mr. Ramspeck. They are appointed by the Commission. 

Mr. Yares. How many members of the Loyalty Review Board are 
there? 

Mr. WituiaMs. 26. 

Mr. Yates. That is, this Washington Review Board? 

Mr. WiuiiaMs. That is correct. 

Mr. Ramsprck. However, I do not want to leave the impression 
that they all live here in Washington. They'do not. And they are 
paid only when they serve. They are called in to make up panels, and 
three men serve on a panel to hear a particular case. 
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RECORDS OF LOYALTY REVIEW BOARD 


Mr. Yates. Who has jurisdiction and custody of the records of 
the Loyalty Review Board? 

Mr. Ramspeck. We have an office down in the Apex Building. 
Former Senator Hiram Bingham is Chairman of the Review Board, 
and Mr. Meloy is Executive Secretary of the Board, and they have 
charge of the office staff. 

Mr. Yates. I| noticed an item in the newspaper that an investiga- 
tion was being made by the Civil Service Commission of the Loyalty 
Review Board’s security procedure. Is that investigation still going 
on? 

Mr. Ramspeck. Yes; It is, Mr. Yates. When this matter was 
given out by Senator McCarthy, I directed our investigations chief, 
Mr. Hatcher, who is our security officer, to make a study of the 
procedures by which that office handled its papers. 

Mr. Yares. Are those papers supposed to be confidential; they are 
not open to the public? 

Mr. Ramspeck. That is right; they are confidential. 

Mr. Yates. Where have you gone with that investigation? 

Mr. Ramspreck. Well, I have not gotten any report yet from Mr. 
Hatcher on it. 

Mr. Yates. The members of the Loyalty Review Board hold a 
quasi-judicial function; do they not? 

Mr. Ramspeck. I would think so. They are undertaking to hear 
evidence or to read the record and pass on these cases. 

Mr. Yates. Presumably their function is not to disclose what their 
findings is on matters appearing before them; is it? 

Mr. Ramspeck. No. It is supposed to be of a confidential nature. 
That is in the order setting up the program, and I thoroughly agree 
with it, because you are dealing with people’s reputations there and 
you could do a lot of damage to an innocent person if it was made 
public. The mere fact that a man’s loyalty is questioned does not 
do him any good. If it is decided there is no question about. his 
loyalty, the fact that you actually had a case involving him I think 
is very detrimental to him. 


SEPARATIONS DUE TO LOYALTY INVESTIGATIONS 


Mr. Puiuires. Let me continue that last line of questions for just 
one more. During the hearing somewhere | remember the figure of 
approximately 4 million inv estigations and 361 were dismissed. Is 
that correct? ' 

Mr. Ramspeck. That is correct. 

‘Mr. Puinurps. That makes roughly about nine-tenths of one- 
hundredth of 1 percent. 

Mr. Ramspeck. Yes. 

Mr. Puiuurps. Now, out of 18,424 people who were being investi- 
gated, 2,000 left? 

Mr. Ramspeck. There were 2,072 who left during the investiga- 
tions, and 2,028 left prior to the adjudication of the case. 

Mr. Puiuurps. Leaving you only 9,835. 

Mr. Ramspeck. That is correct as to the number of favorable 
adjudications. 
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Mr. Puiuuips. I do not know what happened to the other 5,000. 

Miss Perkins. They were in process, for the most part. 

Mr. Paiiuips. My question is, These figures do not necessarily indi- 
‘cate that they left because of any finding of disloyalty? 

Mr. Ramspeck. No, sir. 

Mr. Puruiies. They left because of anything from a guilty con- 
science to a better job being offered them? 

Mr. Ramsreck. Yes. You cannot say with any assurance why 
they left. They simply quit. 

Mr. Puiures. But the idea of having a loyalty check would seem 
to have justified itself in that there were a number who probably 
should have been removed? 

Mr. Ramspeck. I think so. 

Mr. Puriures. And in that removal, going back to last year’s testi- 
mony, it seems apparent that a great many should be removed not for 
loyalty or disloyalty but because of their being security risks, on the 
basis of their inability to keep a secret or something like that. 

Mr. Ramspeck. That is correct. 

Mr. Puiuuips. And finally there are a good many who are just not 
satisfactory for the type of work they would like to go into for reasons 
which have nothing whatever to do with loyalty. I suppose no 
attempt has been made to break these figures down into the types of 
separations. 

Mr. Wiiurams. We have some figures on the number of investiga- 
tions and the number of people removed because of unsuitability for 
reasons other than loyalty. 

Mr. Puixuies. I think it would be interesting if you would put in 
the record at this point those figures showing what happened. 

Mr. Wiuuiams. For 1951 there were processed 8,000 such cases 
after investigation. Let me put it this way: The total number of 
cases we had during 1951 was 23,000. Of those, we processed 8,000, 
and 22 percent of the 8,000 were removed from positions as a result 
of those investigations. In addition to that, 4,000 people left the 
service during the course of the investigation. 

So you have pretty much of a parallel situation between this and 
what happens in our loyalty program. 

Miss Perkins. These are cases which were converted from the 
loyalty program. They were cleared on loyalty, but then we referred 
them to our Investigation Division for further study as to suitability. 


RETIREMENT FUND 


Mr. Puiurps. Let me turn back to the retirement fund. I do not 
see how you can ever put a retirement fund like this one into balance. 
If this were a private firm or private industry setting up a retirement 
fund, it would have to put it on an actuarial basis, and in order to 
hold the funds it would probably invest them in a type of security 
which is legal for trust funds in the various States of the country. 
When you get to the Federal level, the Federal Government has no 
way of investing its funds in anything except its own securities. And 
what it does, in fact, is to take the money and use it for current 
deficit obligations and put into this fund—one of its trust funds—a 
special type of bond. 
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You will remember I pointed out 6 months ago that the Treasury 
Department was in effect violating, if not the law, at least violating 
the idea of the funds by occasionally going on the open market and 
buying the regular war bonds instead of these special bonds which it 
was supposed to use, thus in effect pegging the market for war bonds 
without notifying Congress it was doing it and I think without any 
authority to do it. That is a matter for discussion with the Treasury 
Department. My point is that this Congress should do one of two 
things: Every time we amend the Retirement Act, and add further 
benefits or extend the benefits, we should appropriate the entire 
reserve fund, which I think would be difficult, and I am not sure it 
would keep the fund in balance, or else we should do away entirely 
with the disability fund and simply appropriate every year the 
necessary amount of money needed to pay the benefits. 

What objection would there be in your mind of your coming up 
here and saying ‘‘ We need so much money this year to be appropriated 
for retirement payments’’? 

Mr. Ramsreck. My objection to it, Mr. Phillips—and I am speak- 
ing now, of course, personally; I have not discussed this with the 
Commission, although the Commission, as a commission, did take a 
position on that very question, I think, in this bill S. 995—my objec- 
tion to it is that you then convert your system into really a con- 
tributory pension system which is subject to fluctuation from time 
to time. 

Mr. Putuurrs. Well, what else have you now? 

Mr. Ramspeck. I mean fluctuation as to the benefits, because you 
are leaving up to a future Congress the question of determining what 
benefits will be paid. 

In 1933, when Congress passed the Economy Act; this is the only 
thing the Government had that was not cut. And the reason, of 
course, was that the law specifically provided for detinite benefits, 
and they did not cut them. And I think the employees would be 
much better off under this sort of a system than they would under the 
other. 

As I have tried to point out to employees, Mr. Phillips, with not too 
much success, if they are going to tie these annuities to the cost of 
living, then they must expect to have them cut when the cost of living 
coes down, which was not done in 1933. 

I think your questions are very pertinent questions. If they are 
going to have a system based on the cost of living, then you won’t 
have an actuarially sound system. You cannot have. 

Mr. Puituips. No; you cannot have. 

Mr. Ramsprecx. That is just the argument I have been making. 
Either you have to have a sound system, or you are going to have a 
pension system. 

Mr. Puruuies. When you have a system which as of this day 
reports itself to hold investments and obligations to the extent of 
$4.5 billion and liabilities to the extent of $9.25 billion, then you have 
in effect a pension system right now; you do not have an actuarially 
sound system. 

Mr. Ramsprck. The only difference is that there is a legal obligation 
on the part of the Government to make this deficit good under the 
present law and there would not be under the pension system. 
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Mr. Puiuuips. I am not sure; I would have to look up the law. 
I am not sure that there is an obligation to make the deficit good. 
I think that there is an obligation to pay the retirement payments 
which are called for under the law even though we have to supply 
annually an additional amount of eash for those payments. What 
obligation is there on this Congress to keep your fund in balance? 

Mr. Ramspeck. Well, I think that the lew contemplated, and it is 
still the law, that it should be maintained on an actuarially sound 
basis. As I said earlier today, in the first 9 years of the existence of 
this act the administrator of it did not even ask for any appropriations, 
and certainly you cannot blame Congress for not appropriating funds, 
and | am frank to admit that there had been a difference of opinion as 
to how much to ask for subsequent to 1929. For instance, during 
World War II when I was chairman of the Legislative Committee of 
the House which had jurisdiction over this legislation, I had quite a 
discussion with one member of the Commission, who is no longer on 
the Commission, about how much they should ask for for that year 
because the payroll of the Government had gone on up so much, and 
the Commission finally decided not to ask for the amount indicated 
because they said employment would go down after the war was over 
and that the money simply would be refunded, but my personal feeling 
is that since the law stands as it does we ought to amortize this deficit, 
and then when we get to the end of the 30-year period we will be cur- 
rent and we will be doing what you are suggesting, in other words, 
appropriating each year what it takes to keep it sound. 

Mr. Puriuips. How much are you asking for for this year, not to 
be applied against the actual retirement payments, but to be put into 
the fund as capital; is that $2,431,000? 

Mr. Ramspeck. No, we are asking for the amortization cost, Mr. 
Phillips, for $77,067,000. It would run for 30 vears at that figure. 
Now, the rest of the $457,000,000 is for the Government’s normal and 
deficiency contribution which we would ask for if we were not to 
discuss amortizing the deficit. 

(Discussion off the record.) 

Mr. Puriurps. That is a very small amount of money to attempt to 
put that fund into balance. <A few simple amendments by the Con- 
gress can throw out again more than you are asking for. 

Mr. Ramsprck. That is true, and one reason I want to start it is 
because I want to be able to go to the Legislative Committee and say, 
“Look, Congress has had to appropriate $77,000,000 toward this 
deficit to amortize it. Let us stop adding benefits to this thing.”’ It 
is generous enough, I tell you. If anybody will study it, there is no 
better system I know of in the world than this one for its purpose. 
If you die young you get from social security, more benefits for your 
wife and children, but for old age this is the most generous system of 
any that I know of in the world. » 

Mr. Puriuips. I have another off-the-record question because I 
cannot make vour figures add up correctly. 

(Discussion off the record.) 
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PERSONNEL TURN-OVER 


Mr. Puitures. What possible justification is there for a 334-percent 
turn-over under present conditions in the Government? 

Mr. Ramsprck. Well, my own idea about it, Mr. Phillips, is that it 
is going to arise out of the impact of the defense contracts, which we 
have not yet felt, and which, according to the best information we have 
been able to get, will gradually come along again probably around the 
ist of April, and continue throughout the next fiscal vear. 

Mr. Puitures. Is that affecting all of your groups? You testified 
earlier that you were paving higher than industry pays for the lower 
grade, lower types of work, and that you were paying less than 
industry and business pays in the higher grades. Therefore, why 
should industry take our people away from us when we have the 
40-hour week and give them Saturdays and Sundays off? Mr. 
Andrews has figured out several times that the Federal employee 
practically works—how much is it? 

Mr. ANprREws. 208 or 210 days a vear. 

Mr. Putuurps. 208 days a vear. Why should industry take these 
employees from us when we are paying them more than industry pays? 

Mr. Ramsrsck. We have 830,000 of them who are industrial-type 
workers. With private employers working on Government contracts 
there is a tendency to try to get personnel by upping the wage rates. 
That is going on all of the time through the wage-stabilization process, 
and eventually, and I think this will be true probably by next summer, 
among the industrial tvpe of workers which also compete-with the 
postal workers, you will see the wage rates probably go above the 
Government pay scale again. : 

One of the arguments used for pay legislation last year in Congress 
was that they could not get people to work in the Postal Department 
because they could go out to a factory and get a higher hourly wage 
rate. So, they not only gave the postal worker a $400 a year increase, 
but eliminated the two lower grades, which meant to a great many a 
$600 or a $700 a year increase. That put their hourly rate up to 
where it was competitive with the industrial plants in cities like 
Detroit, for instance. The same thing is happening in relation to the 
white-collar worker to some extent, in industry particularly. Private 
business is upping its rates but, of course, most of the money is coming 
out of ‘the United States Treasury because they are working on 
defense contracts. Actually there is no force working against the 
rise in these wage rates. 


UTILIZATION OF MANPOWER 


Mr. Putuuipes. You said, if I quote you correctly, that the Com- 
mission has no control over its own workload. 

This subcommittee has thought more than once, or has expressed 
itself more than once, that there are too many people being taken on 
in some of these agencies. We talked about this about a year ago, as 
[ recall. Is there no way in which you could act as a brake against 
taking on more employees than are actually necessary to do a job in 
an agency, as industry would put a brake on itself by the limitations 
of its income? Is there something the Congress might do to make 
it possible for you to do it? 
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Mr. Ramspeck. Mr. Phillips, we have no voice in determining 
the number of jobs that an agency has to fill. That is regulated by 
the appropriation or by the Bureau of the Budget. Whenever the "V 
say, ‘‘ We have so many jobs to fill, and give us the people to fill them,” 
we have to try to furnish them. 

Last year the President did issue an order to the Commission and 
the Bureau of the Budget to institute a program of better utilization 
of manpower. As a result of that, or one part of it, we are now re- 
porting to the Bureau of the Budget and the agencies involved wher- 
ever our inspectors think there is any overstaffing. That is about the 
only field in which we can contribute to it. 

Mr. Putiurps. I might ask, how many times have you reported 
any agency or section where there were more employees than needed? 

Mr. Ramspeck. There have not been many of them made yet 
because this program only got under way a few months ago. 

Mr. Putures. In the cases where they did make reports, have your 
recommendations been accepted? 

Mr. Ramspeck. I only personally know of one case where one of 
our regional directors got a requisition for about 14 clerical employees 
which he thought was excessive, and he took it up with the officers 
who had requested them, and they finally settled for about 4, | 
think it was. I did recently send a report to one of the larger agencies 
of information that had come through one of our inspectors about some 
overstaffing. What they have done about it I have not yet heard. 
Do you have any information on that, Mr. Williams? 

Mr. Wiuu1aMs. I have this one case, Mr. Ramspeck. 

Mr. Ramsprcx. There has been some work done on the utilization 
of engineers. The Department of the Army has reported the following 
results of activities stimulated by this program for better utilization of 
manpower. A review of the projected need for additional engineers 
resulted in the reduction of 686 in the number. The skilled levels of 
645 engineers was reduced so that engineers with lower qualifications 
who may be more readily available for employment could be used. 

Part of that, I think, is in line with what you had in mind. 

Mr. Puriuuirs. Yes, directly, and good. 


AGE RESTRICTIONS ON FEDERAL EMPLOYMENT 


Mr. Yates. I have one question that I forgot to ask before. It 
deals with this age-limitation question. What exceptions are there to 
the compulsory retirement at age 63 of those Federal employees who 
are covered under the retirement system? 

Mr. Ramspreckx. We have no compulsory retirement at age 63. The 
age is 70; that 63 figure is the cut-off limit or the maximum limit for a 
new applicant for employment. 

Mr. Wituiams. An application for someone to enter the Federal! 
service. 

Mr. Yarss. I see. 

Mr. Ramsrreck. The mandatory retirement age is 70. 

Mr. Yarxs. This mandatory limitation has a number of exceptions; 
has it not? 

Mr. Ramsreck. You mean for employment or retirement? 

Mr. Yates For employment. 

Mr. Ramspeck. All veterans are exc epted from age limits by law. 

Mr. Yarss. That is right. What other exceptions are there? 





477 


Mr. Ramspeck. I cannot name them, but there are exceptions: 
where a person has some particular skill in technical work and things 
of that sort. 

Mr. Yarss. And those are set out in the regulations as well? 

Mr. Ramspeck. That is right, but on request from an agency we 
may make an exception for a particular job or type of job where they 
think it is necessary. 

RETIREMENT FUND 


Mr. Tuomas. Let me clarify one point for the record, and that is 
on the retirement trust fund. You are asking for the fiscal year 1953 
for a total of $457,869,000, which is based upon 1,767,000 Govern- 
mept employees and the Government contribution is 2.78 percent on 
the payroll for that vear; is that correct? 

Mr. Ramspeck. That is the normal contribution. 

Mr. Tuomas. What is it for this year, the same thing; is it not? 

Mr. Ramspreck. The same thing; yes, sir. 

Mr. Tuomas. And the employees’ contribution is 6 percent? 

Mr. Ramspeck. Yes. 

Mr. THomas. And that will make the Government’s contribution 
for 1953, $186.9 million. Now, the remainder of that is $274.6 million, 
is that going to be required over a period of 30 years to get the fund 
in an actuarially sound position? 

Mr. Ramspeck. No, sir; the amount to amortize the present deficit 
is $77 million. 

' Mr. Tuomas. What are you going to do with that difference 
between $77,000,000 and $274,600,000? 

Mr. Ramspreck. That is the deficiency cost, interest on the 
deficiency and the deficiency cost due to obligations of people already 
retired. 

Mr. Tuomas. Why do vou split this figure of $274,600,000 into two 
parts, namely, $77,000,000 to be paid over a period of 30 years and 
then a deficiency of $197,000,000? 

Mr. WiutraMs. You still have the interest on the deficiency to keep 
it from getting higher. 

Mr. Tuomas. Your correct figure then, to be simple about it is 
$274 million over a period of years? 

Mr. WruuiaMs. No; the cost of interest will go down as you amortize 
the debt, so that the interest will be in a decreasing amount. 

Mr. Tomas. But the $77 million item will remain constant? 

Mr. WiuuramMs. Yes. 

Mr. Tuomas. How much will you be paying out during the fiscal 
year 1953? 

Mr. Wruurams. $321 million. 

Mr. Tuomas. And for 1952 it is $301 million that you will pay out? 

Mr. WiuuiaMs. Yes, sir; that is correct. 

Mr. Puiuuirs. I do not think that $77 million will do it. 

Mr. WiuutaMs. Yes, that has been actuarially figured. 

Mr. Ramspeck. Let me put it this way, gentlemen; assuming that 
the deficiency is not increased, the Government’s deficiency cost under 
the amortization plan would remain about the same each year for 30 
years—$274,601,000. This amount would amortize the principal in 
30 years and would also cover interest at 4 percent each year or the 
outstanding balance of the principal. 

Mr. Tuomas. Thank you very much, gentlemen. It is always 
pleasant to see you. 
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WEDNESDAY, JANUARY 23, 1952. 
GENERAL ACCOUNTING OFFICE 


WITNESSES 


HON. LINDSAY C. WARREN, COMPTROLLER GENERAL OF THE 
UNITED STATES 

FRANK L. YATES, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

JOHN F. FEENEY, EXECUTIVE OFFICER 

FRANK H. WEITZEL, ASSISTANT TO THE COMPTROLLER GENERAL 

ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

E. L. FISHER, GENERAL COUNSEL 

TED B. WESTFALL, DIRECTOR OF AUDITS 

STEPHEN B. IVES, ASSOCIATE DIRECTOR OF AUDITS 

GARY CAMPBELL, ASSOCIATE DIRECTOR OF AUDITS 

CHARLES M. BAILEY, ASSISTANT DIRECTOR OF AUDITS 

WILLIAM L. ELLIS, CHIEF OF INVESTIGATIONS 

WALTER F. FRESE, CHIEF, ACCOUNTING SYSTEMS DIVISION 

A. BANKS THOMAS, CHIEF, CLAIMS DIVISION 

HARRELL O. HOAGLAND, CHIEF, TRANSPORTATION DIVISION 

THOMAS A. FLYNN, DIRECTOR OF PERSONNEL 

JAMES P. McDONALD, OFFICE OF ADMINISTRATIVE PLANNING 


SALARIES AND EXPENSES 


Amounts available for obligation 


1951 actual | 1952 estimate | 1953 estimate 


Appropriation or estimate ‘ ps Se eee $32, 689, 500 | $29, 894, 000 | $30, 100, 000 
Transferred to “‘Contribution to postal revenue,’’ Post Office | | | 


Department, pursuant to 64 Stat. 460 —1, 605, 000 | vee (SLE See 





Adjusted appropriation or estimate _...------------| 31,084,500 | 29,894,000 | 30, 100, 000 


Proposed supplemental due to pay increases ___- ass eae SI 1, 580, 000 |..-..-.- 
Reimbursements from other accounts enn onn-asen] 42, 844 |__- sae 


Obligations incurred iM wesagbuaoctnie 29,848,402 | 31, 474, 000 | 30, 100, 000 
| 


Total available for obligation ciniretidhibseciein aula ea 31, 127, 344 31, 474, 000 30, 100, 000 
Unobligated balance, estimated savings .----| —1, 278, 942 | xe JM =the 
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Obligations by activities 


Description 1951 actual | 1952 estimate | 1953 estimate 


Direct obligations | 
. Office of the Comptroller General. __- ate j $418, 666 $549, 000 $551, 000 
2. Office of the general counsel. yea , 979, 791 1, 112 000 | 1,119 000 
3. Office of investigations. -__-- ; 1, 282, 742 | 1, 478 000 | . 465 000 
. Office of the chief clerk : 328, 664 | 331, 000 320.000 
5. Accornting systems division. - _- | 409, 112 | 690. 000 | 707. 000 
3. Claims division __. eae : 4, 190, 692 | . 700 000 , 516 000 
. Division of nersonnel . 435.417 | 445.000 | 430 000 
&. Transportation division ___- 5, 656, 611 | 3, 525. 000 | B, 239, 000 
. Audit division. -_- ‘ 8, 340. 460 . 506, 000 | 7, 879, 000 
. Corporation andits division. __- , 679, 173 2, 460. 000 
Postal andit division _. ; 94, 5R1 | 476. 090 
2. Reconciliation and clearance division 4, 226. 499 | , 202, 000 3, 578. 000 
3. Acecornting and bookkeeping division ‘ 800. O77 
. Postal accounts division__- 963, 073 


Total direct obligations. 29, 805, 558 31, 474, 000 . 100. 000 


Obligations payable out of reimbursements from other accounts 


1. Office of the Comptroller General. 
2. Office of the general counsel 

3. Office of investigations 

8. Transportation division 


Total obligations payable out of reimbursements from 
other accounts. _- Sees 42, 844 


Obligations incurred 29, 848, 402 31, 474, 000 


20, 100, 000 


Obligations by objects 


Objeet classification 1951 actual | 1952 estimate | 1953 estim 


Summary of personal services 


Total number of permanent positions 


, 923 
Average number of all employees 


), 560 
Average Salaries and grades: 
General schedule grades: 

Average Salary $4, 104 $4, 604 S4 


, 664 
Average grade GS-6.1 GS-64 


GS-6.5 
Personal service obligations: 
Permanent positions. __. $29, 2 | $31,314, 000 $29, 930, 000 
Regular pay in excess of 52-week base | 120, 000 115, 000 


, 000 


Total personal service obligations - - 29, 838, 87: 31, 434, 000 30, 045 


Direct obligations 


01 Personal services aoe 29, 796, 028 31, 434, 000 | 30, 045, 000 
} 


13 Refunds, awards, and indemnities 1, 265 ree sis 
15 Taxes and assessments -. ? 8, 265 40, 000 55, 000 


Total direct obligations 29, 805, 558 31, 474, 000 30, 100, 000 
Obligations payable out of reimbursements from other accounts 
01 Personal services $2,844 


Obligations incurred 29, 848, 402 31, 474, 000 30, 100, 000 


93850—52—pt. 1 
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Analysis of expenditures 





1951 actual | 1952 estimate | 1953 estimate 


Unliquidated obligations, start of year - $1, 875, 904 $1, 626, 628 $1, 900, 628 
Adjustment in obligations in prior years. ..._.............---. i 3 eee 
Obligations incurred during the year 29, 848, 402 31, 474, 000 30, 100, 000 


31, 784, 278 33, 100, 32, 000, 628 
Deduct: 


Reimbursable obligations. .........._.__- <a 42, 844 
Unliquidated obligations, end of year. 1, 626, 628 











Total expenditures 30,114,806 | 3 , 30, 100, 000 








Expenditures are distributed as follows: 
Out of current authorizations ’ 28, 200, 000 
Out of prior authorizations _____- 1, 800, 000 
Out of anticipated 1952 supplemental for pay increases 100, 000 











MISCELLANEOUS EXPENSES 


Amounts available sd totais 


: 
be 1951 actual c 1952 estimate site| 1953 estimate 


} 








Appropriation or estimate _ _- $1, 750, 000 | $1, 600, 000 | $2, 125, 000 
Transferred to ‘Contribution to post: a) revenue, Post Office 
Department,” pursuant to 64 Stat. 460__- } —150, 000 
i 





Adjusted appropriation or estimate _- ' jak wet “ 600, 000 1 hss med 000 
Reimbursements from other accounts $ ee Pe 3 = 


Total available for obligation... cite 1,622,133 | 
Unobligated balance, estimated savings poceeiauenel —132, 749 | 





Obligations incurred. _--- sia Ss ce 1, 489, 384 | 1, 600, 000 | 2, 125, 000 


Obligations by activities 


Description | 1951 actual WA ie: estimate | 1953 estimate 
| 





Direct obligations 


Miscellaneous expenses. _ $1, 467, 251 $1, 600, 000 


} 
Obligations payable out of reimbursements from other 
accounts } 


Miscellaneous expenses. --_--__- ; ; 22, 133 











Obligations incurred S22 Gs Sos SA i 1, 600, 000 
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Obligations by objects 





Object classification 


1951 actual 195 estimate | 1953 estimate 





Direct obligations 


Travel......... 

Transportation of things_- pa Ra TS a 2S FSR 
Cope ieneiom Services... <n dn cc ee ccwccecacess 
Rents and utility services “Sa ae BS 
Printing and reproduction__._-. -- 

Other contractual services__- 

Supplies and materials 

Equipment____- 

Refunds, awards, and indemnities__ 


BSRZSR5288 


Total direct obligations. ...............-.22..0--2 oe. 


Obligations payable out of reimbursements from other accounts | 


02 Travel_...- 
09 Equipment__ 


Total obligations eye out of reimbursements from 
ef ER ee pe ep rte sy asd 


Obligations incurred____.___- 





| 

$569, 969 | 
46, 895 

62,898 | 
282, 684 

108, 880 | 

34, 857 | 
222, 083 
138, 867 

118 | 


1, 467, 251 | 





7, 600, 000 | 


$1, 250, 000 
75, 000 

90, 000 
224, 000 
150, 000 
25, 000 
210, 000 
100, 000 


2, 125, 000 





St 489, 384 | 


1, 600, 000 4g 
' 


2, 125, 000 





Analysis of expenditures 








Unliquidated obligations, start of year_............._.-_._-- 
Obligations incurred during the year______.-.__- 


Deduct: 


| 1952 estimate 


| 
$331, 898 | 
1,489, 384 | 


$264, 456 
1, 600, 000 | 


1953 estimate 


$300, 000 
2, 125, 000 





1, 821, 282 


1, 864, 456 | 
} 


2, 425, 000 


Reimbursable obligations. _...._...............-.--.---.-- 
Adjustment in obligations in prior years Feet cp fa 
Unliquidated obligations, end of year 325, 000 


2,.100, 000 





NEESER AE OLE T EARS RETA GL EERE SE: 1, 511, 454 | 1, 564, 456 | 





Expenditures are distributed as follows: 
izati 1, 340, 000 
224, 456 

| 


1, 850, 000 


1, 223, 546 
» WU 250. 000 








Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the General Accounting Office and, 
as usual, we are pleased to have with us our friends the Comptroller 
General, Lindsay C. Warren; his assistant, Mr. Yates; Mr. Feeney; 
executive officer; Mr. W eitzel, assistant to the Comptroller General, 
Mr. Keller, assistant to the Comptroller General; Mr. Fisher, Gener al 
Counsel; Mr. Westfall, Director of Audits; Mr. Ives, Associate 
Director of Audits; Mr. Campbell, Associate Director of Audits; 
Mr. Bailey, Assistant Director of Audits; Mr. Ellis, Chief of Investiga- 
tions; Mr. Frese, Chief, Accounting Systems Division; Mr. Thomas, 
Chief, Claims Division; Mr. Hoagland, Chief, Transportation Divi- 
sion; Mr. Flynn, Director of Personnel; and Mr. McDonald, Office 
of Administrative Planning. 

Gentlemen, it is nice to see you all. We want to wish you a happy 
new year. You start off the new year in your nice building. 

I will say with a good deal of ti and satisfaction we are ‘proud— 
and I use that word for the lack of a better one—of the Comptroller 
General and bis staff and the several thousand employees. I think 
- agency does an outstanding job for the taxpayers of the United 

tates. 





With those few words, I will just let it go by saying we are always 
glad to hear you and glad to see you. 

General, if you or any member of your staff has a statement for us, 
we will be glad to hear from you. 


GENERAL STATEMENT 


Mr. Warren. I have a statement, Mr. Chairman. 

Mr. Chairman and members of the committee, once again it is my 
pleasure to appear before you, to discuss the work of the General Ac- 
counting Office and its budget estimates for the fiscal year 1953. In 
the interest of brevity, | am only going to mention some of the high 
lights of our operations and our plans for the future. However, the 
just fication of estimates furnished to you contains rather complete 
details and, of course, we shall welcome any questions you may have. 


PROGRAM AND POLICIES 


The General Accounting Office today is far different from the Gen- 
eral Accounting Office of 1940. While we are not perfect and still 
have a good ways to go to achieve fully my conception of the purposes 
for which the Office was created, I think we have made remarkable 
progress in the last 12 years. 

Many changes have taken place under new legislation enacted by the 
Congress and as a result of the new approaches we have employed. 
We are now performing many of our audits at the site where the agency 
or project records are maintained, to an increasing degree on a compre- 
hensive basis following a commercial pattern to the extent appropriate. 
This results in a broader coverage, more effective results, less paper 
work, and reduced flow of documents into Washington. We audit all 
Government corporations, numbering 64 at the present time, whose 
financial transactions run into billions of dollars. Weare enlarging the 
scope of our audits to cover property accounts and transactions. 

We have in suitable instances decentralized some of our claims 
settlement work. Our investigative work has shown added enthu- 
siasm and vigor resulting in searching and enlightening reports, and in 
large savings in Government expenditures. ‘The accounting systems 
work has been placed on a new and high plane under the Joint Account- 
ing Improvement Program. ‘The transportation audit work has been 
strengthened not only by the devising and installing of new proce- 
dures, but also as a result of better understandings with the agencies 
and the carriers. 

The organization of the General Accounting Office has been changed 
to a considerable extent. Divisions and sections have been abolished 
and others created to meet the requirements of the additional duties 
given us by the Congress and the new approaches we have developed 
to our work. The caliber of our personnel has been and is being 
changed to meet the demands of auditing the tremendous expenditures 
that are being made by our Government today. 

In making changes in our organization and in developing new 
approaches to the work, our efforts have been guided by the following 
operating policies: (1) recognition of the General Accounting Office 
as an agency of the Congress to check on Federal financial transac- 
tions; (2) cooperation with both the Congress and the executive 
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branch toward informed and improved Government administration; 
(3) appropriate decentralization of operations; (4) regard for generally 
accepted principles of auditing, including consideration of the effec- 
tiveness of agency accounting organizations and systems, internal 
control and audit, and related administrative practices; (5) elimination 
of unnecessary, duplicating, or overlapping functions, records, and 
procedures, and (6) concentration on defense spending. 


PERSONNEL 


I am glad to be able to tell you that during the 1952 fiscal year we 
found it possible to make a further reduction in personnel. In April 
1946, the General Accounting Office had a peak of 14,904 employees. 
When we appeared before this subcommittee in March of last year 
we had 6,934 employees. On January 15, 1952, we had 6,773 em- 
ployees. For the fiscal year 1953, our budget estimates are based on 
an average of 6,560 employees. Thus, the reduction in the last 6 years 
is over 7,500 employees, exclusive of 779 employees transferred to the 
Post. Office Department in 1950: 

I must say, however, that if the General Accounting Office is to 
carry out its duties in the manner which the Congress has the right 
to expect, I do not feel it will be possible—and I want very strongly 
to emphasize this—to make any further reductions in personnel in the 
next several years. I think a 6,500 figure is a rounding out of the 
number of employees the General Accounting Office must have to 
adequately perform its duties. I do not say that we will remain 
static from here on out. I fully expect to continue to make organiza- 
tional changes to meet the ever changing conditions of our job. There 
will be reductions in some divisions and offices and increases in others. 
Also, the present approach to our work continues to require a higher 
caliber of personnel than those employed in the past. We hope to 
continue to hire these people to the extent they become available. 
It has been my philosopny that we can do a much more effective job 
with fewer people if those people are highly qualified and competent. 
Of course, personnel of this type must be paid higher salaries than less 
qualified employees, but they turn in a far superior job and the over-all 
cost to the Government is less. 


BUDGET ESTIMATES 


For the fiscal year 1952 there was appropriated for salaries for the 
operation of the General Accounting Office the sum of $29,894,000. 
The recent pay increase approved by the Congress resulted in an 
increased cost in salaries of $2,580,600. We have found it possible 
to absorb $1,080,600 of this amount, and have submitted a supple- 
mental estimate to the Bureau of the Budget for only $1,500,000, 
rather than the full cost of the pay increase. Assuming the amount 
of the supplemental estimate will be appropriated, the total cost for 
salaries for the current vear will be $31,394,000; for 1953 we requested 
$30,100,000, a decrease of $1,294,000. 

The appropriation for miscellaneous expenses for 1952 was $1,600,- 
000; for 1953 we requested $2,125,000, an increase of $525,000. The 
bulk of this increase, $400,000, is for additional travel funds These 
additional funds are essential if we are to continue to expand our 
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comprehensive audit program, which means the conduct of audits at 
the site where the agency or project records are maintained, and if 
we are to properly perform our investigative function both from the 
standpoint of our normal investigative and survey work and from 
that of the increasing number of special investigations being re- 
quested by the Congress and its committees. The balance of the 
increase for miscellaneous expenses, $125,000, represents additional 
amounts for transportation of things, for supplies and materials, and 
for equipment. 


ADDITIONAL FUNDS FOR THE ESTABLISHMENT OF OFFICES ABROAD 


During the past few weeks, I have had conversations with the 
chairman of this subcommittee concerning the establishment of branch 
offices of the General Accounting Office abroad to audit and inves- 
tigate expenditures by the United States in foreign countries. As I 
told you, Mr. Chairman, the magnitude of the expenditures being 
made by the Government in and for the assistance of foreign countries 
has been of great concern to me and fer some time I have been giving 
serious consideration to having personnel of the General Accounting 
Office stationed abroad for the purpose of checking on the expendi- 
tures being made. The preliminary plans necessary for the estab- 
lishment of offices in Europe and Japan have been worked out, and 
we have concluded that additional funds over and above the amounts 
included in our budget estimates will be required to carry out this 
work during 1953. We are, therefcre, requesting that you increase 
our appropriation for salaries by $350,000 and for miscellaneous 
expenses by $150,000. The actual amount estimated for salaries 
and related allowances is $450,000, but we are reducing our request 
$100,000 to give effect to savings anticipated in administration of the 
auditing activities incident to setting up the Division of Audits. 


JOINT ACCOUNTING IMPROVEMENT PROGRAM 


The joint accounting improvement program, which was inaugurated 
in December 1947 by the Secretary of the Treasury, the then Director 
of the Budget and myself, is progressing in a highly satisfactory 
manner. The program is a partnership undertaking and all of the 
partners are working partners. I gladly pay tribute to Secretary of 
the Treasury Snyder and Director of the Budget Lawton for their 
enthusiastic and wholehearted support of the program and for the 
contributions they have made. Also, I pay tribute to the executive 
departments and agencies for cooperating with us in establishing 
accounting systems and procedures designed to meet their individual 
needs, and at the same time to comply with over-all Government 
requirements. 

As a result of the joint accounting program and of the provisions 
of the Budget and Accounting Procedures Act of 1950 and the Post 
Office Department Financial Control Act of 1950, action is being 
taken to improve accounting and effect simplifications on a 
Government-wide basis. 

Three joint regulations have been issued by the Secretary of the 
Treasury and myself substantially revamping the cumbersome war- 
rant system formerly in effect, which has done away with the need of 
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thousands of warrants which under prior procedures had to be issued 
in the Treasury Department and countersigned by the General 
Accounting Office. Mr. Frese, Chief of our Accounting Systems 
Division, who is here today, has a chart which illustrates the phenom- 
enal reduction of red tape that has come about as a result of the three 
ee regulations. 

reat deal of other progress has been made in this field. An out- 
a example is the tremendous job done by the Post Office 
Department in completely revamping the postal money-order system. 
The staff of the General Accounting Office rendered major cooperative 
assistance in the development and installation of the procedures for 
this unprecedented job, requiring the conversion as of a single day of 
a system involving the issuance and payment of 400,000 000 money 
orders a year, originating at 42,000 different points. The work ac- 
complished on this project is a real tribute to the constructive efforts 
of the Post Office Department and to the assistance of the Treasury 
Department, the Federal Reserve banks, and other banking institu- 
tions. On this job alone, cards used previously in accounting for 
money orders during a single vear would, if stacked on top of one 
another, reach a height of 43 miles. 

For another example, as of July 31, 1951, disbursing officers of the 
Treasury Department: were receiving approximately 2,800,000 less 
vouchers annually than 2 years before as a result of on-the-site 
General Accounting Office audits, tied in with revised vouchering pro- 
cedures for check-issuance purposes, notwithstanding during the same 
period the volume of checks to be issued by the disbursing officers in- 
creased by 1 million annually. 

Of even more importance are the qualitative improvements in 
agency accounting being realized by cooperative efforts and resulting 
in more reliable and informative financial reporting and budgeting. 
We are continuing to broaden our work with the individual depart- 
ments and agencies in the development of basic accounting systems 
and related accounting improvements. With only a small staff of 
systems accountants, we, of course, are spread rather thin, considering 
the number of departments, agencies, boards, and commissions in 
the Government structure, but during the past year we were engaged 
in varying degrees in work with about 185 major accounting entities 
throughout the Government, ranging from the bureau level, or its 
equivalent, through the departmental level. 


CONSOLIDATION OF AUDITING ACTIVITIES 


In order to achieve balanced development and over-all guidance of 
the several auditing programs and for the coordination of our auditing 
activities, I established on May 14, 1951, a new position designated as 
Director of Audits. The Director was charged with the authority 
and responsibility for the over-all planning, programing, and correla- 
tion of the auditing work. 

Based on the results achieved by the Director of Audits, I soon 
came to the conclusion that all of the auditing divisions of the General 
Accounting Office, except the Transportation Division, which is 
engaged in a highly specialized field, should be consolidated into one 
division. After the necessary preliminary planning, I signed an 
order on January 18, 1952, just last week, abolishing the Audit Divi- 
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sion, the Corporation Audits Division, the Postal Audit Division, and 
the Reconciliation and Clearance Division, and transferring the 
functions of these divisions to a new division designated the Division 
of Audits and headed by a Director of Audits. This is a transfer and 
realinement of the functions performed by four major divisions of the 
Office employing over 3,400 people into a single division. .The con- 
solidation will achieve real economies in that it will cut out duplication 
of administration and enable a far better and more productive utiliza- 
tion of our auditing personnel. It will make for a better auditing job 
all around. 


AUDIT PROGRAM 


At present the audit work of the General Accounting Office falls 
within three categories: (1) Audits of Government corporations or 
other agencies subject to a commercial-type audit; (2) audits of the 
departments and agencies which have been assigned for comprehen- 
sive audits; and (3) audits of the departments and agencies which are 
not subject to the Government Corporation Control Act, or other 
special legislation, and have not been assigned for comprehensive 
audit. The determination of the type of audit to be applied to a 
particular department or agency involves a number of factors.  Pri- 
marily, consideration is given to whether there is legislation requiring 
a particular type of audit. Consideration is then given to the program 
and the operations of the department or agency with a view to de- 
termining the type of audit which will produce competent auditing 
results at the least cost to the Government. The pattern of our 
auditing programs is ever changing, geared to the changes in the 
departments and agencies themselves, both organizationally and from 
the standpoint of physical locations, and to improvements in the 


audit techniques and related operations of the General Accounting 
Office. 


COMPREHENSIVE AUDIT PROGRAM 


On previous occasions I have told you the objectives of the compre- 
hensive audit program. To review briefly, the comprehensive audit 
extends bevond the accountability for funds and covers not only the 
receipt and disbursement, but also the application of public funds. 
The audits are made in the office of the agency where the agency rec- 
ords are maintained, rather than at a central location, and are con- 
ducted to the extent practicable in accordance with generally accepted 
auditing principles and standards applicable to commercial enter- 
prises. The comprehensive audit recognizes that accounting and 
internal-control procedures of each agency are basic points for effective 
control of the Government’s financial operations. The better the 
quality of the agency’s accounts and internal controls and enforce- 
ment of governing statutes, the less detailed auditing by the General 
Accounting Office of individual transactions is required. I am satis- 
fied that the comprehensive audit gives a more effective and informa- 
tive approach without sacrificmg any necessary controls over receipts 
and expenditures. 
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EXPANSION OF THE COMPREHENSIVE AUDIT PROGRAM 


The comprehensive audit has been extended to some 31 Govern- 
ment agencies or major parts of agencies, including some of the large 
field installations in the Department of Defense. We expect to have 
all significant operating programs in the civilian agencies under com- 
prehensive or other site audit by June 30, 1953. The rate of progress 
will depend somewhat upon the speed with which we can get qualified 
people. It takes a high-caliber auditor to make this type of audit. 
In the meantime, we are making surveys in the defense departments in 
areas Where comprehensive audits have not been started with a view 
to assisting those departments in their tremendous task and in uncov- 
ering significant developments in the spending of our defense dollars, 


AUDITS OF GOVERNMENT CORPORATIONS 


I am glad to report to you that the backlog of audits of Government 
corporations for prior years has now been eliminated. Every effort 
will be made to have all future audit reports in the hands of the Con- 
gress in time for use by the Appropriations Committee when con- 
sidering the annual budgets of the corporations. It may not be possi- 
ble in all cases to render the reports by January 15 of each year, as 
contemplated by the Government Corporation Control Act, but it is 
anticipated that many of the reports will be in your hands by that 
time and the balance within a short time thereafter. I expect to have 
all audit reports for the vear ending June 30, 1951, delivered to Con- 
gress prior to March 1 of this year. 


TRANSPORTATION AUDIT 


Our audit of transportation payments of the Government has been 
of concern to me for several years. We reported to you last year that 
the picture at that time looked much more favorable. I am glad to 
again be able to say that progress is satisfactory. Our program of 
reauditing freight and passenger payments is progressing favorably, 
and | believe the reaudit program will be complete within from 4 to 
5 years. Our accomplishments during the past year in this field exceed 
those of the previous year and the cost per unit of production is down. 
On the basis of the over-all expenditure for salaries in the Transporta- 
tion Division during the fiscal year 1951 and the total number of bills 
of lading and transportation requests examined and settled, the aver- 
age cost per bill of lading was 51 cents and per transportation request 
was 32 cents, or an average cost per item of 43 cents. This compares 
with an average cost per bill of lading of $1.15 and per transportation 
request of 64 cents or an average of 92 cents per item for the fiscal 
year 1950. 

The reductions in costs were due to the increased availability of 
servicing personnel which permitted technical skill to be directed 
solely to technical efforts, to improved technical and servicing skill of 
employees, and improved procedures and management methods in- 
troduced as a result of constant surveys conducted throughout the 
year. 





488 


ASSISTANCE TO THE CONGRESS 


Since my administration began in 1940, T have stressed the im- 
portance of reports to the Congress. As a result, there has been a 
steady increase in the number of reports submitted. At the same 
time, it has been gratifying to note that. the Congress is utilizing the 
reports and the assistance rendered by the General Accounting Office 
to a greater extent each year. For the year ending June 30, 1951, a 
total of 686 formal reports covering almost the full range of legislative 
subjects was submitted to the Congress. This is an increase of 240 
percent in the last 5 years. In addition, assistance was rendered in 
many cases on an informal basis. Personnel of the General Account- 
ing Office were assigned to committees of the Congress, both on a full 
and part-time basis. Also, a great deal of work was done in the 
accounting, auditing, and investigative fields at the specific request 
of congressional committees. 


COLLECTIONS 


As a result of the activities of the General ‘Accounting Office from 
1941 through December 31, 1951, there has been collected in excess of 
$759 million. This money had been illegally or otherwise improperly 
paid out, and ‘it is a fair statement to say that little of it would have 
ever been recovered except for the General Accounting Office. The 
amount of our collections is over double what it has cost to run the 
Office during that period. Naturally, I am proud of our collection 
record. But, I feel of greater importance is the work of the Office is 
doing in the prevention of illegal or improvident use of funds without 
waiting to collect back what has been paid out illegally and in im- 
proving accounting and auditing throughout the Government, both 
of which have saved a great deal of money for the taxpayers. 


NEED FOR THE GENERAL ACCOUNTING OFFICE 


The need for the General Accounting Office, as the independent 
agency of the Congress in the legislative branch for checking Federal 
expenditures, has never been greater than it is today. In addition to 
the normal Government operations we knew 15 or 20 years ago, our 
country is engaged in domestic programs of national significance, in 
foreign-aid programs reaching into nearly all parts of the world, and 
in a defense program almost unparalleled in history. The expendi- 
tures being made by the American people to carry out these operations 
and programs are tremendous, and the existence of the General 
Accounting Office, with proper and necessary powers, to maintain a 
control and watch over these expenditures is an essential part of our 
democratic form of government. 

In the 31 years since the Congress created the Office in 1921, there 
have been several abortive efforts to destroy it. They have come not 
only from within the Government, but also from the outside and some- 
times very cleverly camouflaged. In every instance these plans were 
rejected by the Congress. The General Accounting Office has 
emerged from these experiences with new stature and increased im- 
portance. Yet, neither the Congress nor the Office can afford to relax 
its vigilance against further efforts to water down legislative control 
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of public funds or weaken the General Accounting Office. Both the 
Congress and the Office must keep ever alert to guard against any 
such eventualities. 

While the Congress has displayed most heartening confidence in us 
over the years, we in the General Accounting Office always bear fore- 
most in our minds that the support and backing of the Congress and 
of the citizens of our country must be earned and deserved. 

Now, Mr. Chairman, I have two other matters which I would like to 
present in order to get the whole picture before you at this time. 

Mr. Tuomas. We would like to hear them. 


AUTHORITY FOR ADDITIONAL POSITIONS IN GRADES GS-16 AND GS-18 


Mr. Warren. Last year when we appeared before your com- 
mittee we requested the insertion of a provision in the appropriation 
language granting authority to the General Accounting Office for the 
classification of one position in grade GS-18, three positions in grade 
GS-17, and seven positions in grade GS-16, over and above the 
positions which had been allocated to the Office by the Civil Service 
Commission under the Classification Act of 1949. The committee, 
in reporting the bill to the House, authorized one additional position 
in grade GS-18 but only two positions in grade GS-17 and two ad- 
ditional positions in grade GS-16. The number of positions recom- 
mended by the committee was enacted into law. The net result was 
to authorize a total of five additional positions in grades GS-16, GS-17, 
and GS-18 instead of the 11 additional requested. 

The allocations whicb have been made as a result of the Classifica- 
tion Act of 1949 and the authority granted to us by the Congress last 
year still leave substantial inequities in the General Accounting 
Office, considering the responsibilities and the duties performed by a 
number of its key officials. This situation is also aggravated as a 
result of the numerous position in grades GS-16, GS-17, and GS-18 
which have been authorized in other agencies. Aside from the inequi- 
ties presently existing, it is extremely difficult to obtain and hold top 
people of the caliber needed by the General Accounting Office to 
perform its tremendous job as the agency of the Congress for checking 
Federal expenditures. I am therefore requesting that you include 
language in the appropriation bill which would authorize the General 
Accounting Office to classify two additional positions in grade GS-18 
and six additional positions in grade GS-16. If this request is granted, 
the positions in the General Accounting Office above grade GS-15 
will be four positions in grade GS-18, two positions in grade GS-17, 
and 13 positions in grade GS-16. I have with me proposed language 
which would accomplish this purpose and which I will present for your 
consideration. 

Under the authority presently existing, the number of positions to 
be classified in grades GS-16, GS-17, and GS-18 in the General 
Accounting Office is specifically authorized by the Congress. I feel 
that this procedure should be continued rather than granting the 
authority for the additional positions in the genera! increase in the 
number of top grade positions which I understand will be requested 
by the executive branch. 

Gentlemen, I most earnestly urge you to do this and, if I may 
properly say it, I think on our record of a constant reduction over the 
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years that this small request ought to be granted. Of course, the 
money phase of if is just simply infinitesimal, and we will absorb that 
or take care of that in one day’s work. 


SECTION 206 OF THE LEGISLATIVE REORGANIZATION ACT OF 1946 


The other matter is this, and some people have accused me of 
neglect to bring this matter forcibly to the attention of the Congress. 
I nfight say these people are from outside the Government. However, 
I am going to present it again. 

I should like to review briefly section 206 of the Legislative Reorgan- 
ization Act of 1946. As vou gentlemen know, many ideas are being 
brought forth both in the Congress and on the outside as to wa ays and 
means for the Congress to get more and better information on Govern- 
ment operations “and expenditures. Section 206 authorizes and 
directs the Comptroller General to make an expenditure analysis of 
each agency in the executive branch of the Government, which, in the 
opinion of the Comptroller General, will enable the Congress to deter- 
mine whether oablie funds have been economically and efficiently 
administered and expended. 

Shortly after section 206 became law, I felt that before taking any 
action to carry out its provisions I should first seek some guidance 
from the Congress and from the committees we are required by law 
toserve. I met with 25 members of the Appropriations and Expendi- 
tures Committees of both the Senate and the House of Representatives 
on March 1, 1947, and an agreement was-reached that only a modest 
beginning should be made. As a result of the agreement, I included 
in the budget estimates for the operation of the General Accounting 
Office for the fiscal year 1948 the sum of $1 million to begin the work 
required by section 206. However, when the appropriation bill was 
reported by the House committee, the sum requested was not included 
in the amounts recommended to the House. It was stated on the 
floor of the House by the member of the committee in charge of the 
bill that with the assistance being furnished by the General Accounting 
Office in its regular reports and with the additional help available in 
the augmented committee staffs, no additional appropriations could 
then be justified. It was further stated that if the job were to be 
done on such a scale by a permanent staff, it should be done by the 
General Accounting Office. 

At the time of consideration of the independent offices bill for 1950, 
the Senate Appropriations Committee included the sum of $800,000 for 
the General Accounting Office to begin to carry out the duties under 
section 206. While this amount was included in the bill as passed by 
the Senate, it was eliminated in conference. In view of the position 
taken by the Congress, both in 1947 and again in 1949, I, of course, 
have not set up any special activity to carry out the provisions of 
section 206, and I wish to make it clear that the General Accounting 
Office cannot go ahead with this work in the manner contemplated 
by the statute without the necessary funds to do the job. 

While the work which would have to be done to carry out section 
206 is a mammoth task, if the Congress should make it clear that it 
wants the job to be done by the Ge neral Ace ounting Office, and should 
provide the necessary appropriations, we will, of course, make every 
effort. But certain understandings would have to be reached. First, 
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I am sure you will understand that it would not be possible for us to 
cover all Departments and agencies of the Government at the same 
time. The approach would have to be highly selective. Conse- 
quently, a means would have to be established whereby there can,be 
an agreement between the appropriate committees of the Senate and 
House on one side and the General Accounting Office on the other as,to 
the agencies that are to be covered during certain periods. Second, 
it would not be possible, at least in the initial stages, for the General 
Accounting Office to obtain a competent staff to carry out that work 
under civil-service rules and regulations. I would have to request 
that the General Accounting Office be authorized to employ the neces- 
sary personnel without regard to the civil-service laws, rules, and 
regulations or the Classification Act. 

We estimate that we would need a minimum of $1,000,000 to 
make a start. 

Mr. THomas. That is a very fine statement, General. Certainly 
the General Accounting Office deserves unlimited praise for its work 
in the last 10 years and certainly its work in general in all activities. 
You certainly deserve an equal amount of praise for the reorganiza- 
tion you have brought about in your own agency looking toward 
greater efficiency, and your efforts have been outstanding in each of 
those two fields. 

Getting back to the last part of your statement, will vou read into 
the record at this point section 206 to which you have just addressed 
yourself? 

Mr. WARREN. Section 206 of the Legislative Reorganization Act 
of 1946 is as follows: 

The Comptroller General is authorized and directed to make an expenditure 
analysis of each agency in the executive branch of the Government (including 
Government corporations), which, in the opinion of the Comptroller General, 
will enable Congress to determine whether public funds have been economically 
and efficiently administered and expended. Reports on such analyses shall be 
submitted by the Comptroller General, from time to time, to the Committees on 
Expenditures in the Executive Departments, to the Appropriations Committees, 
and to the legislative committees having jurisdiction over legislation relating to 
the operations of the respective agencies, of the two Houses. 

Mr. Tuomas. Under that language, just what can you do and what 
would you propose to do? 

Mr. Warren. Well, we had nothing to do with the drafting of that 
language when the bill was up for consideration, nor were we con- 
sulted about it; but I would say that the sky is the limit of what could 
be done. As I have previously stated, it would take the very highest 
caliber of personnel and, of course, it would have to be done on a 
highly selective basis. It would take 10,000 people to annually cover 
the entire Government on a thing like that and keep it up to date. 

Mr. Tuomas. For instance, out of the independent offices, 35 or 
40 agencies—and certainly we realize it would be a healthy thing to 
take a look at all of them—should you in the fiscal year 1953 have a 
million dollars for that specific purpose and you were to pick out A, 
B, and C agencies as a start, what would be your aims and purposes 
and what would you hope to accomplish by making an expenditure 
analysis of agencies A, B, and C? 

Mr. Warren. Well, we would go in there and first study their 
operations, their manner of doing things. We would make every 
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effort to ferret out waste and inefficiency and to report our findings 
to the Congress. It would be a management survey as distinguished 
from an audit. 

Can you add anything more to that, Mr. Weitzel? 

Mr. Werrzet. I would say the inquiry would include a management 
survey, as Mr. Warren stated. That would be the closest description 
of it. In our comprehensive audits which we are undertaking now, 
we are getting into more of a study of the agencies’ operations than 
ever before. We examine the basic legislation authorizing the pro- 
grams of the agency, and see what policies the agency has adopted 
to carry out these programs. That is the only way we can really 
determine whether the agency is operating within the law and 
whether their financial operations are fully disclosed. An expenditures 
analysis conducted under section 206 would be a step farther. 
Emphasis would be placed on the economical and efficient operation 
of the agency, or wasteful and extravagant operation, to state it in 
reverse. 

Mr. Tromas. If you can point out waste and extravagance with 
recommendations as to how that waste and extravagance can be 
eliminated, without regard to whose toes you are going to step on, 
I think we can underwrite vou this vear. 

Mr. Werrze.. It would have to be highly selective and, as we 
discussed before, the agencies to be examined initially would probably 
have to be determined with the concurrence of the appropriate com- 
mittees of Congress, perhaps in the way in which some investigative 
projects are now being carried out—that is, by agreement between 
the chairman and the ranking minority member. And we do not, 
of course, contemplate that even if we should undertake examinations 
under 206, we would in any way assume the responsibility for admin- 
istering the agencies. Naturally, that is a fear on the part of certain 
agencies, that the more the General Accounting Office gets into an 
appraisal of their operations, the more it will get into their adminis- 
tration. We recognize that as a danger to be avoided. We cannot 
do that job. The agencies are supposed to do that. But we would 
try to appraise the results of their operations in terms of efficiency 
and economy and report to you, and you in turn would take it up 
with the agency. 

Naturally, in the course of our examinations, we would find things 
we would discuss with the agencies and perhaps get corrective action 
before we make the report. 

Mr. Yates. How does this differ from your function now? Would 
this not be an expansion of what you do now rather than a new type 
of activity? 

Mr. Werrzeu. It would be an emphasis we have not been able to 
put before on the economy and efficiency of operations. Under the 
Budget and Accounting Act of 1921, we have authority to investigate 
all matters relating to the receipt, disbursement, and application of 
funds. Under the Federal Property and Administrative Services Act 
of 1949 we have responsibility for property audits. Under the Budget 
and Accounting Procedures Act of 1950, we are undertaking compre- 
hensive audits in agencies. But we have never had a specific appro- 
priation to carry out section 206, and we have never set up a specific 
activity to do that job. 
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PRESENTATION OF JUSTIFICATIONS 


Mr. Tuomas. I want to commend you, if I may, on the preparation 
of the material as well as the scope of your justification. I think this 
justification is by far the best I have seen from the General Accounting 
Office, but I want to urge you, General, and your staff that in future 
years, if you cover more ground, I think it would be better to show that 
in your justification. It will redound to the use and benefit of the 
Congress very much, and I think it will redound to the glory of the 
General Accounting Office. 

Mr. Warren. | “fully agree with that. 

Mr. Tuomas. This agency, in our opinion, is sort of a headstone of 
all of these agencies. Of course, all of the other agencies are import- 
ant, but sitting on top of all of those agencies, in our judgment, should 
be the General Accounting Office. And the more information you 
put in here about your activities, the better it is going to suit the 
committee, the better it is going to be for the use and benefit of the 
Congress, and certainly it will redound to the use and benefit of the 
General Accounting Office. 

You break down your organization here for the first time with a 
chart, which we have 1 equested all agencies to do for the last 2 years, 
and in your subtabs you might spell out the activities in great detail, 
even putting in there your problems and headaches. You may think 
it won’t be read, but I assure you it will. 


JOINT ACCOUNTING IMPROVEMENT PROGRAM 


Mr. Warren. Along that line, we just completed early this morning 


the mimeographing, just before we came up here, of an annual progress 
report on the work accomplished by the Secretary of the Treasury, 
the Director of the Budget, and myself under the Joint Accounting 
Improvement Program. The report is a very bulky document. I 
said today that I was going to test you gentlemen. I do not know 
whether anybody will read it or not, but it points up remarkable 
progress, and it spells out what has happened under the Joint Account- 
ing Program during the last year. 

Mr. Tuomas. Let us have it. 

Mr. Warren. It is bulky. 

Mr. Puiuurps. That is not what we call a bulky document in my 
office. 

Mr. Warren. I think, Mr. Phillips, if anybody cares to go over 
this, he will be really astounded to see what has been accomplished. 
As I have frequently said, the General Accounting Office has no press 
agents; we do not desire any and do not give out ‘stateme nts, but this 
is an example of the constructive and objective improvement in ac- 
counting which has been accomplished through the cooperative work 
of the Treasury, the Budget Bureau, and the GAO as well as the 
agencies in the executive branch. 


COLLECTIONS 


Mr. Tuomas. At this point in the record we will insert the table on 
page 3, showing collections by or through the efforts of the General 
Accounting Office from 1941 through the first 6 months of 1952. 

(The matter abo. + referred to is as follows:) 
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Collections by or through the efforts of the General Accounting Office 1941-52 





Postal ac- | a EF 5 
counts and | bom Sag 
claims — 


| Transpor- | , ; 
oo | General Investiga- 
| 
' 


claims tions 


General 


Fiscal year |} audit 


audit 








1941... ise ihe big | $194,798 | $537,253 | $837, 281 $153, 004 | $4,200,167 | $5, 922, 503 
1942__. Re ere 4 | 293,602 | 1, 260,756 | 605, 961 136, 666 7, 042, 761 9, 339, 
1943 . 5, 167, 833 5, 589, 090 | 706, 019 1, 968, 355 5, 551, 241 ’. 932, 
1944..__.. ‘ 24, 955, 129 6, 355, 387 | 790, 640 1, 677, 524 5, 200, 150 89, 978, 830 
1945 | 47, 140,056 | 23,847, 103 | 768, O47 8, 823, 693 5, 101, 418 ‘6, 680, 317 
1946. -| 43,470,819 | 57, 519, 792 963, 040 1, 497,559 | 5, 303, 949 , 755, 156 
1947_ 16, 385, 208 | 144, 814, 104 414, 342 2, 735, 423 4, 809, 847 
1948. 10, 986, 465 | 86, 276, 661 691, 278 1, 056, 759 1 587, 050 
1949 ‘ 10, 898, 780 | 48, 313, 286 664,302 | 16,919,689 | 1 873,719 
1950____- ; 14, 641, 573 | 19, 535, 714 945,985 | 2, 660, 941 | 1 992, 064 
1951 } 11,005, 524 | 27, 522. 248 491, 969 1, 786. 433 1 251, 054 
1952 July 1-Dee. 31, 1951__--.. 4, 568, 416, 16, 324. 5822! 004, 349 314, 483 |- 








| 


YN SSNS ee 





- — _— tienen — ee aucun —— 
Total ----------|189, 708, 203 (437. 845, 976 | 51, 883, 213 39, 739, 529 | 39, 913, 420 759, 090, 341 


' 


! Does not include collections for accounts with foreign countries and in fiscal year 1951 represents collec- 
tions to November 14, 1950, date of function transfer to Post Office Department. 


Mr. Tuomas. This shows for the first 6 months of 1952 collections 
of $26,211,830. At that rate, the chances are it will be in excess of 
$50 million before the fiscal vear is out. 


PERSONAL SERVICES BREAKDOWN BY ACTIVITY 


We will also insert pages 4 and 5 in the record which contain a 
breakdown by activity and personnel and the dollar cost for each of 
the 12 divisions, including other objects under Item 13. 

(The matter above referred to is as follows:) 


Index of justification and summary of amounts requested 


eA ek ge | , ‘ | Increase or decrease 
Estimate 1952 Estimate 1953 1953 over 1952 


| 

ES TER WSR aN TSRS Wi 355 BT \Visben ccorget VE oas | 

Average) j|Average| | Average} 

| num- | Net salary | num- | Net salary! num- | Net salary 
ber | ber | ber | 


_— 
| 
Salaries: | 
. Office of the Comptroller General 91 $549, 000 | 91 $551, 000 | +$2, 000 
. Office of the General Counsel 175 1, 112, 000 | 175 1,119, 000 |____- +7, 000 
. Office of Investigations a fe 478,000 | 235 | 1,465,000 | : —13, 000 
. Office of the Chief Clerk. _- ost 100 | 331, 000 | 100 330, 000 | —1, 000 
. Accounting Systems Division - 87 690, 000 90 707, 000 ¢ +17, 000 
. Claims Division___. . . | 970 | 4,700,000 | 940 , 516, 7 — 184, 000 
. Division of Personnel. _____-_-- | 100 | 445, 000 | 95 30, { — 15, 000 
. Transportation Division. _- | 1,600 | 6,525,000 | 1,550 5 —286, 000 
9. Audit Division____- } 1,790 , 506,000 | 1,665 7, 879, 000 25 —627, 000 
10. Corporation Audits Division 443 , 460, 000 498 | 2,714, 000 5é +254, 000 
11. Postal Audit Division 80 | 476, 000 | 100 572, 000 +96, 000 
12. Reconciliation and Clearance Division 1,170 | 4, 202, 000 | 1,021 3, 578, 000 | — 624, 000 
. _ 


CBS usLwonwre 








Total estimate personal services..__.| 6,844 | 31,474,000 | 6,560 | 30,100,000 | —1, 374, 000 
13. Miscellaneous expenses-__-_- --------} 1,600,000 |.-......} 2,125,000 _...---| 525,000 





Grand total spacigecicss-opey) MOONE | | 32,225,000 |........| —849,000 





Mr. Tuomas. I would like to read into the record at this point from 
the tabulation on pages 4 and 5 the salary items and job items. 

For 1952 the General Accounting Office had 6,844 employees at a 
cost of $31,474,000 and, as¥well as I recall, that includes your pay 
increase money. 

Mr. Freeney. Yes, sir. 
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Mr. Tuomas. For 1953 that number has been reduced by 284, 
making the total request for 1953, 6,560 jobs at a total cost of $30,- 
100, 000. 


PAY ACT COSTS 


I believe the general read into the record a while ago his Pay Act 
increase was in ‘the neighborhood of $2,580,000 and of that he has 
absorbed over $1,000,000, making a deficiency of $1,580,000 to be sub- 
mitted sometime during the fise al year to take care of the entire Pay 
Act increase.’ Is that correct? 

Mr. Warren. That is correct. 


1940 EMPLOYMENT, GAO 


Mr. Tomas. I note that in 1940—and I think it would be proper 
at this point to insert that in the record—for the fiscal year 1940 the 
General Accounting Office had 5,394 employees. Certainly the 
logical statement to make following that one is to point out that you 
have about an $85 billion Government now as against one, if my 
memory serves me correctly, of less than $20 billion in 1940. 

Mr. Warren. And included in that period was also a great war. 

Mr. Tuomas. Of course, in 1940 we had not gotten into war. 

Mr. Warren. | mean between then and now. 


SUPER GRADES 


Mr. Tuomas. I think it might be proper to state here that the com- 
mittee has been turning over in its mind these top salary increases. 
There have been about 750 authorized throughout the Government. 
The agencies that have come before us to date, perhaps all of them, 
with the exception of one or two, have asked for an increase for 1953. 
We were wondering what efficiency came from the increased salaries 
for the top people. 

We note that the General Accounting Office is perhaps showing a 
return on that increase in the pay of top personnel, because it is to 
date the only one that has come up with anything like an appreciable 
decrease, namely, 284 positions at a salary cost of $1,374,000. 


PERSONNEL BY DIVISIONS 


I think your activity should be read into the record for emphasis. 
You have some 12 divisions here. The Comptroller General’s imme- 
diate office has 95 positions; the Office of the General Counsel, 178; 
the Office of Investigations, 240; Office of the Chief Clerk, 105; Ac- 
counting Systems, 99; Audit Division, 1,780—and there I should say 
that the general has reorganized on the 18th of January, four of his 
big auditing divisions, but he left out, if my memory serves me cor- 
rectly, what we call the Transportation Division, and , am going to 
ask you about that in a ie the Claims Division, 950 positions; 
Corporation Audit Division, 523; Division of Personnel, 98; Postal 
Audit Division, 125—you readies are about 779 positions bac k to the 
post office last vear—Reconciliation and Clearance Division, 1,105; 
Transportation Division, 1,625. 


93850—52—pt. 1——-32 


vm - 
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Orricr Or INVESTIGATIONS 


It might be well to take a look into some of these larger divisions. 
Let us turn to the Office of Investigations at page 20. Give us a little 
quick run-down on this. 

Mr. Warren. Would you like to hear from our Chief of Investiga- 
tions, who has only filled this place for the last 2 years? 

Mr. Tuomas. The activity comprises four basic functions: (1) in- 
spection at irregular intervals of most of the larger Federal installa- 
tions and activities throughout the country; (2) imvestigation of 
fraudulent transactions, suspected fraud, or other serious irregularity ; 
(3) surveys of particular subjects of Federal expenditure on a broad or 
sometimes nation-wide basis; and (4) special audits. 

Suppose you summarize exactly what you mean by that first one, 
inspection at irregular intervals of most of the larger Federal installa- 
tions and activities throughout the country. 

Mr. Extis. An inspection program calls for examining the important 
fiscal transactions, procedures, methods, and policies in force at a 
particular installation in the field. It means we spend from a few 
days to a few weeks or several months at a really large installation 
going over all of their fiscal practices. We emphasize checking into 
collections and into amounts which should be entered for collection 
but which have not been. We check into the property and the prop- 
erty record procedures. We also examine into all local fiseal policies. 
We examine into the care of the property as well as the record of it and 
make a report which we send normally as a matter of routine over to 
the Department, listing the matters which we think call for attention. 

Mr. Tuomas. Of vour 235 people, how many are in the field, how 
many in travel, and how many in the District of Columbia? How do 
you break down the activities of your 235 people? 

Mr. Exuts. I have 70 people in Washington now, which includes 
about 10 assigned as our Washington field office. We have 161 located 
at 19 field offices and 5 substations under the offices. Out of the total, 
from 30 to 35 are engaged in administrative and clerical work. The 
sizes of these offices range from 2 at little substations up to 15 in our 
Chicago and New York offices. 

Mr. Tuomas. The questions I am asking you now I suggest in the 
future be put into your justifications and breakdown. 

Mr. Euuis. Yes, sir. 

Mr. Tuomas. And that ought to apply to every division in the 
General Accounting Office—not only in words, but follow it up with 
charts like this big one you have furnished us. 
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What is your travel expense? I notice the General Accounting 
Office requests an increase of $400,000 for 1953 over 1952, which gives 
you a total of $1,250,000 for travel in 1953. What is your travel 
expense in your investigative work? 

Mr. Exuis. This year it will be in the neighborhood of $225,000 but 
only by curtailing some of the operations we should be doing. We are 
asking for more next year for a number of reasons. We are asking, 
I think, for $325,000 next year. 

We are changing our program to try to put more and more time in 
the big military installations and veterans installations, which means 
practically all the work is out away from anywhere our people can be 
stationed, and means they must be paid per diem about two-thirds 
of the time. 

Frevp Orrices 


Mr. Tuomas. That leads us into the question of your field offices. 
How many field offices do you have now—not in your particular 
branch but throughout the General Accounting Office? 

Mr. Frenry. We have 24 investigation offices. We have three 
audit branches—one at Denver for the Air Force, one at St. Louis 
for the Army, and one at Cleveland for the Navy. In addition to 
that, we have four field offices of the Corporation Audits Division. 

Then we perform site audits. During the last fiscal year: we per- 
formed site audits at 944 locations, 97 on a permenent staff basis, and 
848 on an itinerant basis. 

Mr. Tuomas. You have three big field offices. 

Mr. Freeney. Yes, three large branches in the field. 

Mr. Tuomas. You have one at Lowry Field in Denver. When did 
you open that office? 

Mr. Frenry. We opened that branch last May. 

Mr. Tuomas. Where is your other big one—at St. Louis? 

Mr. Freney. Yes, but that will be transferred to Indianapolis, as 
the Army is transferring their activities to that location from St. Louis. 
We, of course, will have to move our people also. 

Mr. Tuomas. Where is the third one? 

Mr. Freeney. At Cleveland, with the Navy. 

Mr. Tuomas. How many people do you have in each one of those 
field offices? 

Mr. Westrauu. As of December 31, 1951, at Denver we had 97. 
We are just getting established there. When that is at full strength, 
we will have 138. We will transfer approximately 20 from St. Louis 
and will have some recruiting in Denver. 

At St. Louis we had 410 as of December 31. 

At Cleveland we had 231 as of December 31. 

Mr. Tuomas. What are those three big field offices primarily 
engaged in? 

Mr. Freeney. The audit of fiscal transactions of the Air Force, the 
Army, and Navy—the three military branches. 

Mr. Tuomas. Where are the other field offices, and what are their 
activities? 
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OFFICE OF INVESTIGATIONS 


Mr. Freeney. In the Office of Investigations there are 24. 

Mr. Exuts. They are located at Atlanta, Boston, Chicago, Cleve- 
land, Dallas, Denver, Kansas City, Los Angeles, and under Los 
Angeles there is a station at Phoenix; Louisville, New Orleans; New 
York, with a station at Buffalo; Norfolk, Philadelphia, with a station 
at Harrisburg; San Francisco, with a station at Honolulu; Seattle, 
with a station at Portland; St. Louis, St. Paul, Tampa, and the field 
office here in Washington, D. C. 

Mr. Tuomas. That is 24 offices for Investigations. What other 
General Accounting Office work is conducted out of those 24 offices 
besides investigations? 

Mr. Exuis. Those are all attached to the Office of Investigations, 
and we have four types of work, all of which is done at those offices 
except our special audits, of which right now we have only a few 
audits at the Capitol, such as the audit of the Sergeant at Arms which 
is now going om under the statute. We also have two or three more 
made at the request of officials to us. Otherwise, we have mainly 
three activities. 

Inspection work is one of the types we do at all stations. Also, 
surveys and investigations. 

Mr. Tuomas. You do survey work; you do investigation work and 
also do auditing work? 

Mr. Exuts. The only auditing we do is those very minor two or 
three audits here at the Capitol. Aside from that, the character of 
investigations is expected to go far beyond looking at the records. 
We look behind the records to see what goes on. That is one reason 
it costs money. 

Thus, we are making now a survey of Indian tribal funds under 
Senate Resolution 147, Eighty-first Congress. To do that, we are 
not depending on the Navajo Tribe or merely on the Indian Office area 
records at Albuquerque; neither are we depending on the agency. 
records at Gallup, N. Mex.; but we are going out to the tribe itself, 
we are going, wherever their council meets and their sawmill enter- 
prise operates, to check up on oil sales or collections, no matter where 
located. That is one reason I do not know the travel cost accurately. 
Our characteristic inspection is to go behind the records and see the 
facts as they actually exist. 


INVESTIGATION FUNCTION 


In our investigative work, one of the best and most recent examples 
would be the Commodity Credit grain shortage matter, which we 
reported a few days ago to this committee, as well as to the Com- 
mittee on Agriculture and other interested committees. The situa- 
tion there showed a pretty serious condition as to losses which the 
Government can expect to absorb on the grain which is in storage in 
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commercial warehouses throughout the Southwest. It also shows a 
distinct lack of administrative diligence in checking into the quantity 
as well as the quality of the grain in the warehouses by the Admin- 
istration’s local people. We got our estimate from the local people, 
because it is a technical thing beyond us, and the estimate of the 
local people is that the known shortages will amount to about 
$3,800,000. 

Mr. Tuomas. Is the work carried on by your 235 people in the 
Office of Investigations similar to the type of work the general [Mr. 
Warren] addressed himself to that is authorized under section 206, 
for which he has not had any funds to institute? 

Mr. Exuts. In part, yes. Where we come across waste and extrava- 
gance in connection with these inspections, we point out and report 
them. We do quite a bit of that. We do not have a major program 
but where in those places we make inspections we find any waste, we 
do make reports to the congressional committees on that, and we 
make investigations at some expense to do it. 


OrFrice oF INVESTIGATIONS 


Mr. Tuomas. You have $1,465,000 requested for 1953. By increas- 
ing the expenditures for the activities to the tune of $250,000, how 
much more could you do than you are now doing? 

Mr. Exuis. I am not sure I am the one to answer that question. 
I will refer that to the Comptroller General 

Mr. Tuomas. What about that, General? 

Mr. Warren. | think undoubtedly Investigations could do some 
of that work. 

Mr. Tuomas. Under section 206, are vou going to continue the activ- 
ities of the Office of Investigations, or is that going to be continued on 
the same or an expanded basis? 

Mr. Warren, We would have to keep our Office of Investigations 
and they wont tiertoint some of the work under section 206. 

I want you to understand that when section 206 was passed there 
was a complete understanding with the Appropriations Committee. 
We were not expected to do anything under that unless funds were 
appropriated. But, regardless of that, I told our Office of Investiga- 
tions and | told the Corporation Audits Division wherever they found 
anything wrong to report it. They have done it. We have been 
reporting the things we picked up, but there has been no chance to 
set up a special activity to do that work. 

Mr. Tuomas. Let us take a look at the Claims Division for just 
a minute. 

Mr. Euuts. May I interrupt to finish the other two phases of 
Investigation’s work? I would like, if I could, to call the attention 
of the committee to the fact that we sent to Congress a report of 
survey on the veterans’ training program. That is the $13 billion 
GI program. 

Mr. Anprews. When did you send that up? 

Mr. Exuis. On July 20 last year. The Veterans’ Affairs Committee 
had it printed as House Committee Print No.'160, and we have a 
very appreciative letter, if I may say so, from Chairman Cannon. 
That was the type of what we call surveys. 





500 


Also, as a type of our investigation work, we have been investigating 
the dependency allowances paid to military officers who are single and 
who collect additional allowances on the basis that they have depend- 
ent parents. We took the entire list of about 7,000 such officers, 
starting about 2 years ago, who were single and who collected about 
$100 to $160 a month based on the claim that they had dependent 
parents and this rental allowance was due them. We have finished 
about 5,000 such cases. About 1,000 officers were shown to be mak- 
ing, clearly and plainly, unjustifiable claims, and we have gone over 
to the departments with a request for action. I am glad to report 
that the military departments have done quite a job in stopping pay- 
ments and recovering erroneous payments. We do not know that 
they have done quite the court martialing they could have, but they 
have done a great deal of collecting back. We know so far of actual 
collections of about $400,000 but there will be a great many more, 
because they are checking officers on a monthly basis, and that will 
last for some time. 

Mr. Yates. $400,000 out of approximately how much? 

Mr. Euuts. I do not know that I could give you a very good figure. 
We know particularly about 1,000 cases, and the average will be in 
the neighborhood of maybe $1,500 or $1,800 each. 

Mr. Anprews. How many were dismissed from the service? 

Mr. Ettis. I do not have that figure. Frankly, from the reports 
received, we are not satisfied that there has always been the effort on 
the part of the military to court martial officers or to take other 
disciplinary action in terms that some of the cases would call for. 

Mr. Warren. In the old days they would be promptly court 
martialed and ousted from the service. But, as Mr. Ellis has testi- 
fied, we are getting excellent cooperation from the services in col- 
lecting the overpayments back. But if they would have one or two 
first-class court martials, it would stop this thing. 

Mr. AnpbreEws. That is clearly a case of false pretertses? 

Mr. Warren. Absolutely. We are not critical of the Department 
of Defense because, as I say, now they are cooperating with us, in 
making collections, but what they need is a few court martials. 

Mr. AnprEws. You have turned up 1,000 cases of that type? 

Mr. Euuts. Yes, sir. 

Mr. AnpreEws. Out of 5,000? 

Mr. Exuis. Out of 5,000. 

Mr. AnpreEws. Could you supply for the record the number of 
cases where court martials have been ordered and what the disposition 
of the cases was? 

Mr. Exuts. I will be glad to supply that so far as we can. 

Mr. AnprEws. Can you check back and find how many they have 
proceeded against? 

Mr. Extis. I will check with the Department and get everything I 
can. 


Notr.—The information was not available in time to be inserted in the record. 
Mr. Warren. Can he tell you of a case off the record? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 

Mr. Tuomas. That is very interesting. 
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Criams Division 


Mr. Tuomas. Now let us look at the Claims Division. For 1952 
you had 970 jobs. That has been reduced for 1953 to 940. 


I note this language: ‘ 


Section 305 of the Budget and Accgunting Act, 1921, provides in part that “all 
claims and demands whatever by the Government of the United States or against 
it shall be settled and adjusted in the General Accounting Office.”’ 


What agencies have been exempted from the jurisdiction of the 
General Accounting Office with reference to claims by or against that 
agency? 

Mr. Werrze.. The corporations quite generally have authority to 
settle all claims or demands by or against the corporations, and that 
settlement is generally made final and conclusive upon other officers 
of the Government. In addition to that, certain agencies of the 
Government have been granted authority to settle claims. Some of 
them have specifically been set up to settle claims, such as the Inter- 
national Claims Commission in the State Department. And the 
Office of Alien Property in the Justice Department adjudicates claims. 
And all through the Government there are other larger or smaller 
orgapizations that can settle various types of claims. 

Mr. Tuomas. Can you put a list of the agencies into the record? 

Mr. Weirzeu. | will be glad to supply it for the record. 

(The matter above referred to is as follows:) 


EXAMPLES OF CLaIMs SETTLED ADMINISTRATIVELY 
TERMINATED WAR CONTRACT CLAIMS 


The Contract Settlement Act of 1944 (41 U. 8S. C. 106, 107, 113) authorizes 
contracting agencies to make final and conclusive settlement of claims arising 
from termination of war contracts, subject to a right, in an aggrieved claimant 
only, to appeal to an appeal board or to bring suit in the Court of Claims or in a 
United States district court. 


CONTRACT RENEGOTIATION 


The Renegotiation Act of 1951 provides for determination by the Renegotiation 
Board, by agreement with the contractor or subcontractor involved or, without 
such agreement, by issuance of an order, of the amount of excess profits on war 
contracts to be eliminated, subject to appeal by any aggrieved contractor to the 
Tax Court of the United States (Public Law 9, 82d Cong., 65 Stat. 7). 


CLAIMS OF GOVERNMENT CORPORATIONS 


Government corporations generally, with respect to their corporate activities, 
are authorized by statute to sue and be sued in their own names and to settle their 
own claims. 


CLAIMS FOR AMOUNTS DUE DECEASED GOVERNMENT EMPLOYEES 


The act of August 3, 1950, provides that unpaid compensation (as defined in 
the act) due a deceased officer or employee may be paid by the employing agency 
to the designated beneficiary or beneficiaries, if any, or if none, to the widow or 
widower (5 U.S. C. 61f et seq.). If there is no beneficiary or widow or widower, 
claims for unpaid compensation due deceased officers or employees are settled by 
the General Accounting Office unless the Comptroller General directs otherwise, 
except that the District of Columbia, and Government corporations generally, 
may settle such claims arising from their activities. 
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TORT CLAIMS 


The Federal Tort Claims Act, as amended (28 U. S. C. 2672), authorizes the 
administrative settlement of tort claims (for money damages) which do not exceed 
$1,000, or the claimant may ask the judgment of the courts. 

* CUSTOMS DUTIES, ETC, 

Decisions of collectors of customs as to rates and amounts of duties chargeable 
(within the authority of the Secretary of the Treasury), and claims for refunds of 
duties, etc., are final, subject to review and determination by the United States 
Customs Court and appeal from that court to the United States Court of Customs 
and Patent Appeals (19 U.S. C. 1514, 1515). 


INTERNAL REVENUE 
The Commissioner of Internal Revenue is authorized to make abatements, 
credits, and refunds of income, war profits, excess profits, estate, and gift taxes 
(26 U. S. C. 3770, 3772, 3790). 
SOCIAL SECURITY ADMINISTRATION 


Claims for benefits under the Social Security Act, as amended, are for settle- 
ment by the Social Security Administration (42 U. 8. C. 401 et seq.). 


RAILROAD RETIREMENT BOARD 


Claims for benefits under the Railroad Retirement Acts are for settlement by 
the Railroad Retirement Board (45 U. 8. C. 228] (b)). 


AGRICULTURAL CONSERVATION PROGRAM PAYMENTS 


The facts constituting the basis for any Soil Conservation and Domestic Allot- 
ment Act payment, parity payment, loan, or price support payment under the 
Agricultural Adjustment Act of 1938, as amended, when determined by the 
Secretary of Agriculture or Commodity Credit Corporation, are not subject to 
review by any other officer or agency of the Government (7 U. 8. C. 1385). 


POST OFFICE DEPARTMENT 


The Postmaster General is authorized to settle claims for damages caused by 
operation of the Post Office Department when his award for such damage in any 
case does not exceed $500 (81 U. 8S. C. 224e). 


DEPARTMENT OF JUSTICE-—FBI 


Within certain limitations, the Attorney General is authorized to consider, 
adjust, and determine claims for damages caused by the Federal Bureau of Investi- 
gation not exceeding $500 in any one case (31 U. 8. C, 224b). 


DEPARTMENT OF JUSTICE PENAL AND CORRECTIONAL INSTITUTIONS 


The Attorney General is authorized to settle claims, not exceeding in any case 
the sum of $1,000, of persons employed in Federal penal and correctional institu- 
tions for damages to or loss or destruction of personal property occurring incident 
to such employment (31 U. 8. C. 238). 


MUSTERING-OUT PAY 


Claims for mustering-out payments under the Mustering-Out Payment Act 
of 1944, as amended, are for decision by the Secretary of the Army and the Secre- 
tary of the Navy (38 U.S. C. 691 e (b)). 


DEPARTMENT OF THE ARMY 


Claims of military personnel and Army civilian emplovees for damage to or 
loss of personal property occurring incident to their service, and under specified 
conditions, may be settled and paid by the Secretary of the Army and such other 
officer or officers as he may designate and under such regulations as he may pre- 
scribe (31 U. 8. C. 222c). 
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DEPARTMENT OF THE NAVY 


Claims of naval personnel and Navy civilian employees for damage to or loss 
of personal property occurring incident to their service, and under specified con- 
ditions, may be settled and paid by the Secretary of the Navy and such other 
officer or officers as he may designate and under such regulations as he may pre- 
scribe (31 U.S. C. 222e). 


DEPARTMENT OF THE ARMY 


Claims for damage to or loss of real or personal property, or for personal injury 
or death, caused by military personnel or Army civilian personnel while acting 
within the scope of their employment, or otherwise incident to noncombat activi- 
ties of the Army, may be settled and paid (in an amount not in excess of $1,000 
for any one claim) by the Secretary of the Army and such other officer or officers 
as he may designate for such purposes and under such regulations as he may pre- 
scribe (31 U. 8. C. 223b). 


DEPARTMENT OF THE NAVY 


Claims for property loss or damage or personal injury caused by naval personnel 
or Navy civilian employees, similar to claims cognizable by the Secretary of the 
Army under 31 United States Code 223b, may be settled and paid by the Secretary 
of the Navy or his designee for the purpose in an amount not in excess of $1,000 
for any one claim (31 U.S. C. 223d). 


CLAIMS FOR WAR CONTRACT LOSSES 


Any department or agency was authorized, under certain specified conditions, 
to settle claims of contractors, subcontractors, or materialmen for losses incurred 
between September 16, 1940, and August 14, 1945, under contracts or subcontracts 
for work, supplies, or services furnlhed for any department or agency which prior 
to the latter date was authorized to enter into contracts and amendments or 
modifications of contracts under section 201 of the First War Powers Act of 1941 
(41 U.S. C. 106—note). 

VETERANS 


The decisions of the Administrator of Veterans’ Affairs on any question of law 
or fact concerning a claim for pensions or payments under any act administered 
by the Veterans’ Administration are final and conclusive and not subject to 
review by any other official or court of the United States except that in the 
event of disagreement on a claim involving insurance on action may be brought in 
the proper courts (38 U. 8. C. lla-—2). Specific authoritv along the same lines is 
confererd-on the Administrator with respect to (1) findings of death except in 
suits involving Government insurance (38 U. 8. C. 32a), (2) determinations on 
veterans’ insurance payments under the National Service Life Insurance Act of 
1940 (38 U. S. C. 808), and (3) decision of questions concerning World War 
veterans relief for persons who were disabled, and dependents of persons who 
died as the result of disability suffered in the military service between April 6, 
1917, and July 2, 1921 (38 U. S. C. 426), and on the Administrator and the 
Secretaries of the Army, Navy, and Air Force for all matters within their respec- 
tive jurisdiction relating to World War veterans adjusted compensation (38 
U. S. C. 620). 

STATE DEPARTMENT 


Payments under the Foreign Service Retirement and Disability System are 
under the jurisdiction of the Secretary of State (22 U.S. C. 1061-1116). 


LABOR DEPARTMENT 


The Secretary of Labor has authority to decide all questions regarding em- 
pores compensation, to make compensation awards, and to review such awards. 
lis decision on the merits of any claim, in the absence of fraud or mistake in 
mathematical calculation, is not subject to review by any other administrative or 
accounting officer, employee or agent of the United States (5 U. 8S. C. 783, 786, 
787). 
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DEPARTMENT OF JUSTICE 


The Attorney General is authorized to adjudicite certain claims for damages to 
or loss of real or personal property resulting from the evacuation of certain persons 
of Japanese ancestry under military orders (50 U. 8. C. App. 1981, 1984). 


DEPARTMENT OF JUSTICE 


The Attorney General is authorized to consider, adjust, determine, settle, and 
pay in an amount not in excess of $1,000, when accepted by the claimant in full 
satisfaction and final settlement, any claim arising on or after December 7, 1941, 
for damage to, or loss or destruction of personal property deposited by alien 
enemies or United States citizens of Japanese ancestry, provided such damage or 
loss shall not have been the result of any negligence or wrongful act on the oy of 
the claimant (50 U. S. C. 2041, 2043). 


TREASURY DEPARTMENT——PUBLIC DEBT 


Transactions relating to the public debt, including issuance and redemption of, 
and payment of interest on, interest-bearing securities of the United States, in- 
cluding but not limited to bonds, notes, certificates of indebtedness, Treasury bills, 
etc., are under the jurisdiction of the Secretary of the Treasury and claims arising 
thereunder are for consideration 4 the Treasury Department, Fiscal Service, 
Bureau of the Public Debt (31 U.S. C. 12). 


WAR CLAIMS ACT 


The War Claims Act of 1948 established a War Claims Commission and autbor- 
ized said Commission, and the Secretaries of Labor and State, to adjudicate and 
settle various claims arising as a result of World War Il, and involving employees 
of contractors, internees, prisoners of war, etc. (50 U. 8. C. App. 2001-2003). 


INDIAN CLAIMS COMMISSION 


The Indian Claims Commission is authorized to hear and determine various 
specified claims against the United States on behalf of any Indian tribe, band, or 
other identifiable group of American Indians residing within the territorial limits 
of the United States or Alaska (25 U. S. C. 70-70a). 


PHILIPPINE WAR DAMAGE COMMISSION 


Claims for loss or destruction of, or damage to, property in the Philippine Islands 
occurring after December 7, 1941, ‘and before October 1, 1945, as the result of mili- 
tary activities, are for consideration and settlement by the Philippine War Damage 
Commission (50 U. 8. C. App. 1751-1753). 


DEPARTMENTS OF THE ARMY, NAVY, AIR FORCE, AND TREASURY 
, , ,’ 


The Secretaries of the Army, Navy, and Air Force, and the Secretary of the 
Treasury, with respect to the Coast Guard, respectively, are authorized to cor- 
rect military and naval records and to pay claims of any persons, their heirs at 
law or legal representatives, under specified conditions, for amounts found due 
as a result of the said ec a of rec ords (5 U. 8. C. 19la, as amended by 
Public Law 220, 82d Cong.) 


DEPARTMENT OF COMMERCE 


The Secretary of Commerce may adjust and pay losses, compromise and settle 
claims, whether in favor of or against the United States, and pay the amount of 
any judgment against the United States in any suit, or the amount of any settle- 
ment agreed upon, in respect of any claim under marine war-risk insurance or 
reinsurance issued under title XII of the Merchant Marine Act of 1936, as 
amended (Public Law 763, 8ist Cong., 64 Stat. 773). 


DEPARTMENT OF COMMERCE 


Authority with respect to air war-risk insurance or reinsurance, substantially 
identical to that regarding marine war-risk insurance or reinsurance pointed out 
above, is conferred on the Secretary of Commerce by Public Law 47, Eighty- 
second Congress (65 Stat. 65). 
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DEPARTMENTS OF THE ARMY AND AIR FORCE 


The Secretaries of the Army and Air Force are authorized to settle certain 


‘claims for damages caused by vessels of or in the service of their Departments, 


and for compensation for towage and salvage services. ‘The Secretaries also may 
settle claims for damage cognizable in admiralty in a district court of the United 
States and claims for damage caused by a vessel or floating object to property of 
the United States under jurisdiction of their Departments or for which their 


Departments have assumed any obligation to respond in damages (Public Law 
186, 82d Cong.). 


NAVY DEPARTMENT 


The Secretary of the Navy is authorized to determine and report to Congress 
claims not exceeding $3,000 for damages occasioned since April 6, 1917, by 
collisions or damages incident to the operation of vessels (34 U. 8. C. 599). 


NAVY DEPARTMENT 


The Secretary of the Navy is authorized to settle claims for damage cognizable 
in admiralty in a district court of the United States and claims for damage caused 
by a vessel or floating object to property of the United States under the juris- 
diction of the Navy or property for which the Navy may have assumed any 
obligation to respond for damages thereto, provided no payment in excess of 
$1,000,000 is involved (34 U.S. C. 600a). 

The Veterans’ Administration, of course, has final and conclusive 
jurisdiction over the claims of veterans for benefits. 

The internal-revenue service is another. The Commissioner of 
Internal Revenue has jurisdiction to settle claims arising under the 
revenue laws, subject, of course, to appeal to the courts. 

And then the Tort Claims Act gives the agencies authority to 
settle claims up to $1,000. Above that, the claims have to go to the 
district. courts. 

Mr. THomas. What about one of the big agencies, the Maritime 
Commission, where there are a lot of claims against the Government? 
What is the status of that? 

Mr. Werrzeu. They do settle a number of claims arising under 
technical laws pertaining to the administration of the merchant 
marine and in admiralty cases. Because of the technical nature of 
those cases, we have agreed that it is proper for the Maritime Com- 
mission to make the settlements. 

Another agency we might mention is the Indian Claims Commis- 
sion, which Congress has given jurisdiction to settle claims of Indian 
tribes. 

Mr. Tuomas. What about the housing corporations in con- 
nection with public housing and FHA? 

Mr. Wertzeu. They have authority to settle most of their own 
claims. 

Mr. Tuomas. You have no jurisdiction over them with reference 
to claims in their behalf or against them? 

Mr. Wertze.. We have claims jurisdiction in the Public Housing 
Administration’s defense housing program but not for the low-rent 
program. The FHA sends us some claims where they are unable to 
collect, but both have authority to settle claims and also to sue or 
be sued. 

Mr. Tuomas. In certain instances with reference to the Maritime 
Commission in connection with the sinking of certain ships, that juris- 
diction was placed in the hands of the Maritime Commission last year, 
was it not? 
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Mr. Weirzev. Yes, sir. On the question of the Maritime Com- 
mission, of course, you will recall the provision that this committee 
inserted in the law with regard to certain payments for vessels requi- 
sitioned during World War II—a provision that required the General 


orgy tam Office to pass on those payments before they were made 
out of funds provided by the Congress. 








CONTRACT SETTLEMENT ACT OF 1944 























I might mention also certain contracts made by various Govern- 
ment agencies, which have a provision authorizing the contracting 
officer to settle all questions arising under the contract. The Supreme 
Court in a recent case has upheld that kind of provision and stated 
that there must be a showing of intent to commit fraud on the part 
of the Government officer to overturn the findings made by the 
contracting officer. 

Mr. Tomas. In other words, before the General Accounting Office 
has jurisdiction? 
Mr. Werrzev. Before any outside office or agency, including the 
courts, would have jurisdiction. The only appeal from the findings 

of the contracting officer is to the head of the department. 

We have taken a vigorous position against that provision. We 
have made recommendation that there be written into the law a ban 
against writing a Government contract giving the contracting officer 
authority to decide questions of law, and we would like to recommend 
that to the consideration of this committee. 

Mr. Tuomas. What was that again? 

Mr. Weirzex. That in the law we would at least like to see a ban 
against writing Government contracts containing a provision that 
the contracting officer should settle all questions of law. 

Mr. Tuomas. Well, the sum and substance of the terms of those 
contracts, then, is that they take jurisdiction away from ‘the General 
Accounting Office to settle those claims or even to review them; is it 
not? 

Mr. Warren. Yes, sir, and also takes jurisdiction from the courts. 
Mr. Tuomas. Do you have some suggested legislation in regard to 
that? 

Mr. Fisuer. We would be glad to furnish it to the committee. 
It will be a very simple provision. 

Mr. Warren. It is a very dangerous trend, as you can see. 

Mr. Ftsuer. And business is opposed to what is being done. 

Mr. Tuomas. Why is industry opposed? 

Mr. Fisuer. It puts them at the mercy of the contracting officer. 
He can be just as arbitrary as he wants to. 

Mr. Werrzet. Mr. Ellis would be glad to read into the record at 
this point the language that we propose. 

Mr. Tuomas. Yes; read it in. 

Mr. Exits. The following language was suggested to one of the 
committees several years ago: 
































No Government contract may contain a provision making final on a question 
of law the decision of any administrative office or officer. 

However, we would like to reexamine the language and make 
certain it accomplishes our purpose. 
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Mr. Tuomas. The effect of that language is to give the General 
Accounting Office jurisdiction over claims that arise either against or 
on behalf of the Government? 

Mr. Werrze.. It would be also to give the courts jurisdiction 
over questions if the contractor desired to get a case in court. Of 
course, settlements of the General Accounting Office are not binding 
on the courts or the Congress. They are binding on the executive 
branch. 

Mr. Franx L. Yates. If this amendment became law it would 
accomplish more than that. It would also preserve to the General 
Accounting Office authority to raise questions effectively in the 
audits even where no claims are filed. 

Mr. Weirze.. Of course, Mr. Chairman, the outstanding example 
of taking claims jurisdiction from the General Accounting Office is 
the Contract Settlement Act of 1944, which authorizes administrative 
officers to make final and conclusive settlements, in the absence of 
fraud. incident to the termination of $65 billion worth of contracts. 
Mr. Warren may want to supplement that statement. 

Mr. Warren. I have made the statement many times. The last 
time I made it was last week before the Senate Committee on Agri- 
culture. We conservatively estimate that half a billion dollars was 
lost to the taxpayers of this country under the Contract Settlement 
Act through frauds and overpayments. 

Mr. Tuomas. A half billion dollars? 

Mr. Warren. Yes. 

Mr. Fisner. The contracting officer could pay the contractor on 
the mere certificate of the contractor as to how much he thought he 
ought to have. 

Mr. Puivures. I did not understand Mr. Warren’s statement. You 
say you testified before the Senate Committee on Agricultuxe. Do 
you mean that loss applied only to agricultural items? 

Mr. Warren. No; it had nothing to do with them, but we were 
talking about the effect of making findings final and conclusive. I 
said that Congress ought to recapture its power over the purse. I 
testified at length on that subject before Senator Byrd’s committee 
last summer. ! just used that as an example. 

The General Accounting Office was barred from looking into those 
settlements unless, by chance, we would find fraud. Now, how are 
you going to find fraud by looking at a piece of paper? Even where 
a sheet was added up incorrectly, Just a clerical mistake, where at the 
the bottom of the page it added up to $140,000, and bringing it over 
to the top of the next page it showed $190,000 the Government was 
forever barred from recovery on that if final settlement had been 
made. 

Mr. Puiiures. I have another question. Mr. Fisher testified that 
industry was opposed to the finality of authority of contracting officers. 
Are they opposed to the wording that Mr. Ellis read to us, or are they 
in favor of the wording that Mr. Ellis read? 

Mr. Fisuer. They are in favor of what Mr. Ellis proposed. The 
Supreme Court decision in this latest case has held that on a contract 
the contracting officer’s decision is final on a question of fact. They 
have gone further than ever before. 

Mr. Puiturrs. In what case? 
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WUNDERLICH CASE 


Mr. Fisuer. It is the Wunderlich case decided November 26, 1951. 
The Supreme Court said on a contract the contracting officer’s decision 
is final on a question of fact, that it is final absolutely, unless you can 
prove absolute fraud. Now, the report decision in that case, [ think, 
is worth-while reading. Three Supreme Court Justices dissented 
and said that was just a hard way to take away the normal procedures 
in our form of government, that it puts the contractor at the absolute 
mercy of the contracting officer, that the contracting officer can almost 
crucify the contractor and there can be no relief in the absence of fraud 


CLAIMS RECEIVED AND SETTLED 1941-51 


Mr. Tuomas. At this point in the record, let the General Ac- 
counting Office insert the number of claims that have arisen from 
1941 through 1951, and the number for each one of those 10 years 
disposed of by the General Accounting Office. 

(The matter referred to is as follows:) 





} 


i} 
Number | Number |} Number Number 
Fiscal year ofclaims | ofclaims | Fiscal year of claims | of claims 
received | settled received settled 


104, 995 113, 689 |} 1947... 554, 049 559, 802 
102, 015 | nh de Neg OE ee Pee ane 415, 065 442, 284 
129, 648 | 112,778 {| 1949_. 377, 942 396, 971 
211, 778 8 fe Se Pr py eee ee 293, 297 311, 689 
447, 649 418, 316 |} 1951__._.--- 392, 908 295, 534 
592, 618 539, 887 























CLAIMS RECEIVED, 1951 


Mr. Tuomas. I notice in 1951 you had 295,534 claims which were 
adjudicated. I am just wondering how many accrued during that 
same period. Generally now what jurisdiction is left to the General 
Accounting Office over claims and what forms your biggest volume of 
claims? Pay vouchers for the armed services is one of your big 
workloads, is it not? 

Mr. A. Banks Tuomas. Generally that would be true. Military 
claims at this time would approximate 50 percent of the volume. 

Mr. Tuomas. What do you mean by military claims? 

Mr. A. Banxs Tuomas. Those involving expenses of military 
personnel, transportation of household goods, claims on the part of 
dependents, and all forms of pay and allowances. 

Mr. Tuomas. In other words, those claims arise by virtue of the 
Pay Act for the military personnel? 

Mr. A. Banks Tuomas. Yes. 

Mr. Tuomas. Referring to contract claims for construction, for the 
purchase of munitions of war for military installations and food and 
clothing and so forth for the Army, do you settle those claims too? 

Mr. A. Banks Tuomas. Yes, sir; if they come under the contract 
field. We handle approximately 1,000 contracts claims a month. 

Mr. Tuomas. If there is no wording in the contracts for construc- 
tion and contracts for the purchase of munitions, food, and clothing, 
covering finality of decision, does that take jurisdiction away from the 
General Accounting Office? 
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Mr. A. Banxs Tuomas. In the absence of a provision in a contract 
covering finality of decision, we are authorized to dispose of any claim 
that comes to us, whether it involves a question of law or a question of 
fact, or both. 

Mr. THomas. How many claims arose in 1951? Do you have that 
figure there? You claim you settled 295,000 plus. How many arose 
during that period? 

Mr. A. Banxs Tuomas. Those chargeable to the current year would 
probably constitute one-third or one-fourth of that number. 


CLAIMS DIVISION BACKLOG 


Mr. Tuomas. How much backlog do you have in the Claims Divi- 
sion at this time? 

Mr. A. Banxs Tuomas. We have in all stages of development, 
approximately 50,000 claims and, incidentally, we have recently 
received under the Government Printing Office Supreme Court case, 
approximately 20,000 claims. 

Mr. Tuomas. In other words, you have a backlog of 50,000 cases? 

Mr. A. Banks Tuomas. Yes, sir. 

Mr. Tuomas. What is the average number of cases processed 
annually? 

Mr. A. Banxs Tuomas. On all types of claims we settled, I think, 
last year approximately 300,000. We expect a greater number this 
year, 

Mr. Tuomas. Referring to this 50,000, exclusive of the 20,000 
which originated by virtue of the Supreme Court case affecting the 
pay of Government Printing Office employees, how old are those 
cases? 

Mr. A. Banks Tuomas. A lot of them go back and cover a period 
of 10 years. 

Mr. Tuomas. So you have an accumulation of 10 years’ claims, 
claims which are 9 or 10 years old. Has there been a lack of time to 
get around to them, has there been some hitch or some investigation 
that prevented you from getting around to them, or what was it? 

Mr. A. Banks Tuomas. No: our claims have not been pending that 
long. A claimant may file a claim today for something he thinks was 
due him 10 years ago. 

Mr. Frank L. Yates. I think the chairman means how old are 
they in point of time since receipt in the General Accounting Office. 
Is that it, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. A. Banxs Tuomas. The average length of time we would hold 
a claim would be about 90 days. 

Mr. Tuomas. Then you are practically current? 

Mr. A. Banxs Tuomas. Yes. 


TRANSPORTATION DIVISION 


Mr. Tuomas. I believe you said in the Transportation Division you 
are about 18 months behind. 

Mr. Warren. On the reauditing we were originally about 15 years 
behind, but now we are only 5 years behind. 
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Mr. Tuomas. For 1952 you had 1,600 employees for the Transporta- 
tion Division, and this year you want 1,550. 

Mr. Warren. That is correct. I do not like to single out anyone 
because all of the people I have up here with me are top- -notch people, 
devoted to the public interest, but Mr. Hoagland, who is Chief of 
the Transportation Division, has done a very outstanding job. He is 
here and can answer any questions you care to ask him about it. 


TRANSPORTATION DIVISION FUNCTIONS 


Mr. Tuomas. When was the Transportation Act passed; in 1940, 
was it not? 

Mr. WarreEN. Yes; in 1940. : 

Mr. Tuomas. That act merely said in so many words that it was 
mandatory on the Government to pay any claim which was presented 
by the railroads or the carriers, and then it was up to the GAO to 
get that money back? 

Mr. Warren. Thatiscorrect. It was my last activitv asa Member 
of the House. You may recall Jim Wadsworth and myself led the 
fight against the bill and succeeded in getting it recommitted for 8 
or 10 months. 

Mr. THomas. What percentage of error have you found in auditing 
those transportation vouchers, both for passengers and for freight 
generally? 

Mr. Hoaauanp. The percentage of error in what we call current 
accounts, and we are about 2 vears behind, runs from 2 to 3 percent 
on freight bills and approximately 1 percent on passenger. For the 
reaudit period—— 

Mr. Tuomas. That is, for what period, speaking about the reaudit 
period? 

Mr. Hoacuanp. We are reauditing at this time 1943 and 1944 
accounts. For the calendar vear 1943 we are picking up, in addition 
to what was picked up in the original audit, around 3 percent on 
freight and approximately 1 percent on passenger bills. 

Mr. Tuomas. | believe you stated, as far as current business is 
concerned, that you are about 2 vears behind, is that correct? 

Mr. HoaGuanp. Yes, sir; thet is correct. 

Mr. Tuomas. In other words, you are working on 1950 vouchers 
now? 

Mr. HoaGuanp. We are just starting into the calendar year 1950, 
and we expect, if we can continue our present progress, to be within 
18 months of current on both passenger and freight by the end of the 
fiscal year 1953. 


PROCEDURE FOR COLLECTIONS 





Mr. Tuomas. When you say you find 3-percent error on freight, 
what is the procedure you go through to collect that 3 percent? 

Mr. HoaGianp. We issue notices to the carriers and give them an 
opportunity to bring in any argument or evidence that they desire 
to present. Then they either refund in whole or in part, and if they 














511 


refund in part they protest the balance. If they do not refund, and 
we do not receive any acceptable explanation for it or they cannot 
show that some other tariff applies we deduct it from their accounts 
where they have current accounts or from their claims which are 
pending before us. Or if we cannot collect in that way we have to 
send the debt to the Department of Justice. 


CASES PENDING IN THE DEPARTMENT OF JUSTICE 


Mr. Tuomas. How many cases do you have pending in the Depart- 
ment of Justice by virtue of these claims that you have? 

Mr. HoaGianp. Comparatively very few, a few hundred. 

Mr. THomas. What do they amount to in dollars? 

Mr. Hoaguanp. Approximately $3 million. 

Mr. Tuomas. What has been the result of the Department of 
Justice action with reference to the collecting of these claims? If 
they brought 10 cases what is the percentage won or lost out of the 
10 cases brought? 

Mr. Hoaauanp. I do not suppose over 2 percent of them ever go to 
actual trial. That would be a high estimate. 

Mr. Tuomas. Are they compromised, or what? 

Mr. HoaGcuanp. They are settled generally if the companies have 
any funds. Some of them are compromised, but in a great many of 
them there has not been any action taken at all. They are pretty well 
covered up in work in the Department of Justice. 


TRANSPORTATION ACT OF 1940 


Mr. Tuomas. What is the thinking of the General Accounting 
Office, General Warren, with reference to this Transportation Act of 
1940? 

Mr. Warren. Well, of course, the situation is that the departments 
and agencies of the Government pay the carriers just what they are 
billed for. It means that since the Transportation Act of 1940 the 
carriers have had millions and millions of dollars in overpayments to 
use until we could get to it and get it back. 

Mr. Tuomas. Can you give us any approximate figure as to what 
this act costs the taxpayers a year? 

Mr. Warren. No, I could not. I would have no idea on that. I| 
do not think any of us could answer that question. 

Mr. Tuomas. Does it actually cost the taxpayers any money over 
and above what it would cost them if you paid after an audit of the 
charges of the carriers? 

Mr. Warren. Well, the taxpayer is out many millions of dollars 
for long periods. 

Mr. Ketier. On our transportation audit alone, since 1941 there 
has been a total collection of over $437,000,000. Practically all 
relates to shipments made after the Transportation Act of 1940. 

Mr. Tuomas. You have collected $437,845,976 since 1941 through 
June 30, 1951. That is in the record. 

Mr. Kewxer. That is right and all the payments made during those 
years are not completely audited. You will find more collections 
coming in applicable to those years. 


93850—52—pt. 1——-33 
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LOSSES DUE TO UNCOLLECTIBLE CLAIMS 


Mr. Tuomas. The record shows that the General Accounting Office 
from 1941 through June 30, 1951, collected from the carriers 
$437,845,976 by virtue of overpayments, errors, and so forth. You 
get around to auditing these vouchers from 2 to 5 years after they 
were issued. How much more overpayment is mixed up in these 
vouchers by virtue of the fact that you were not able to get around to 
them until 2 to 5 years after payments were made, which you were 
not able to collect? For instance, a bill is presented to the General 
Accounting Office and it is current. Within 60 to 90 days you get 
around to it. It is fresh in everybody’s mind, and the details are in 
mind, and when you get through with it it is going to be right on the 
button, but here is a claim presented to you and you get around to it 
2 years or 5 years after payment. In such cases is there not a margin 
of error in there by virtue of the time lag that is involved? 

Mr. FisHer. Yes, there is, Mr. Chairman, in this way. In the case 
of some of these motor carriers that go bankrupt and go out of business, 
and there are no resources from which to recover. In the case of the 
average carrier like the Pennsylvania Railroad Co., at the end of 8 or 10 
years more they have assets. 

Mr. Tuomas. In a 10-year period how much have you lost by virtue 
of bankruptcy, people going out of business, and what not, where you 
have not been able to collect from the carriers? y 

Mr. Hoaauanp. We have an accumulation of about $3 million or 
$4 million in debts where the collection is quite uncertain. A great 
deal of that has to do with collection from motor carriers because the 
ICC permits a motor carrier to transfer his assets without transfer of 
liabilities. That is not true with rail carriers. 








RAISES IN FREIGHT AND PASSENGER TARIFFS 


Mr. Tuomas. By the way, how many raises in freight and passenger 
tariffs has the Interstate Commerce Commission granted in the last 
10 years, is it seven or nine? 

Mr. HoaGianp. Ex parte 175 has been modified a couple of times 
since it was put out in August. I think it is about nine. 

Mr. Tuomas. Is it nine rather than seven? 

Mr. Hoaauanp. I am not sure; they have granted a number of 
them. 

Mr. Puiturps. I would like to know what authority the ICC has to 
grant a motor carrier the right to transfer only its assets. 

Mr. Tuomas. I would not know, Mr. Phillips. 

Mr. Werrzev. I might put in the record for the information of the 
committee that we do have a procedure to collect from the carriers 
still in business. If they do not settle up, deduction can be made from 
later bills sent in; of course, providing they are still in business. 

Mr. Frank L. Yates. May I add a concluding statement on the 
question of the backlog, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. Frank L. Yares. I would say that where the carriers are still 
in business which, of course, comprises the great majority of cases— 
the big rail lines, and so forth—that this’particular kind of account 
causes very little loss. 
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Avupir Division 


Mr. Tuomas. Let us look at the Audit Division here for just a 
minute. That is on page 52, and is perhaps your biggest division. 

In 1952 you had 1,881 employees against 1,780 requested for 1953. 

Will you give us a little detail as to the nature of the work here, 
the number of vouchers audited during the last 10 years, the amount 
per voucher and the number of vouchers approved or disposed of? 

Mr. Warren. Mr. Westfall is the new Director of the Audit 
Division, and I will ask him to speak on that. 

Mr. Tuomas. Here is a pretty good place to expand upon your 
reorganization of January 18, where you consolidated four audit 
divisions with the exception of the Transportation Division. How 
much in dollars and cents do you have in mind saving in 1953 out of 
this reorganization? 

Mr. Warren. Our savings, I might say, are already reflected in our 
budget. We have known since last July that there would be a cut in 
our Audit Division and we have taken that into account. This is the 
first time that Mr. Westfall has been before this committee. He is 
the new Director of Audits, and I would like to have you hear him. 

Mr. Westrauu. Mr. Chairman, I might give you some copies of a 
memorandum which Mr. Warren sent around on the reorganization. 
Attached to it is the reorganization chart, and if I might, I will de- 
scribe to you the reorganization of the four divisions. 

Mr. Tuomas. All right, sir; go ahead. 

Mr. Westrauu. As was previously mentioned, we have in the 
Audit Division, subdivisions in Denver for the Air Force, in St. Louis 
for the Army, and in Cleveland for the Navy. Those subdivisions are 
engaged in auditing the transactions of the three Departments on a 
centralized basis. 

Mr. Tuomas. What is generally the jurisdiction of the Audit Di- 
vision? 

Mr. Wesrratu. Generally the Audit Division, as it existed before 
this order, had the function of auditing all vouchers of all agencies 
which were audited on a centralized basis as distinguished from our 
site and comprehensive audit. In addition they had a field organiza- 
tion consisting of around 800 people who audited the cost-type con- 
tracts in the field. They were military contracts primarily, with 
provision for reimbursement on a cost basis or a cost-plus-a-fixed-fee 
basis. The division was responsible for auditing payrolls at the site 
of all civilian agencies, and responsible also for the site audits of seg- 
ments of a number of agencies. 

The Corporation Audits Division had the responsibility for the audit 
of all agencies which had been assigned for comprehensive audit except 
the Post Office Department and in addition to that, of course, the 
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audits of the Government corporations. The Postal Audit Division, 
which was created a little over a year ago, had the responsibility for 
the comprehensive audit of the Post Office Department. 

Mr. Tuomas. In that’ regard you transferred about 750 people to 
the Post Office Department out of the General Accounting Office last 
year, did you not? 

Mr. WestFaLt. Yes, sir; 779. 

Mr. Tuomas. Why do you need 125 people in that Division now? 

Mr. Westrauu. Mr. Chairman, the functions which were performed 
in the old Postal Accounts Division were, in most respects, entirely 
different functions from those which we now perform. We actually 
kept most of the administrative accounts for the Post Office Depart- 
ment. That was the only department in the Government for which 
we performed that function. Mr. Warren advocated for a number of 
years before this change took place that the function we were perform- 
ing be transferred to the Post Office Department. 

Coincident with that transfer which was made under the provisions 
of the Post Office Department Financial Control Act of 1950 we 
instituted a comprehensive audit of the Post Office Department. so 
that there was a change in function to a very great extent. 

Mr. Tuomas. What is the difference in jurisdiction between your 
Audit Division and the Reconciliation and Clearance Division where 
you had for 1952 1,253 employees, and where you are requesting 
1,105 for 1953? 


RECONCILIATION AND CLEARANCE DIVISION 


Mr. Westratu. The Reconciliation and Clearance Division was 
responsible for reconciling the checking accounts of the disbursing 
officers of the Government, both for the military and the Disburse- 
ment Division of the Treasury. 

That division was responsible also for the maintenance and servic- 
ing of the records which have been accumulated over the vears in the 
General Accounting Office. They also had the responsibility, and 
this is where the closest tie-in with the Audit Division occurred, for 
the receipt of the accounts of the accountable officers, for the tying 
in of vouchers, with those accounts, and for doing certain verification 
work, primarily checking computations on the individual vouchers. 

Mr. Tuomas. I believe you state here that for 1951 in the Recon- 
ciliation and Clearance Division you had 25,970 fiscal officers’ ac- 
counts. How many of those have been cleared or disposed of now? 
I believe you state also that you had 12,571 at the close of the prior 
fiscal year not settled. So that means that you have a backlog there 
of at least 18 months, does it not? If you disposed of about 50 per- 
cent of a year’s work and carried it over to the next year that puts 
you about 18 months behind, then, as of today? 

Mr. Westrauu. You are referring now to the Reconciliation and 
Clearance Division? 

Mr. THomas. Yes. 

Mr. WestFauu. On page 68 we have, for 1953, an estimated receipt 
of 23,800, with a workload of 47,000, and a closing backlog of 23,000. 
Is that the function you are referring to? 

Mr. Tuomas. The Reconciliation and Clearance Division here. 
Mr. Westra. I see. 
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Mr. Tuomas. How does that Division tie into your regular Audit 
Division? 

Mr. Westra. In Washington, in St. Louis, in Cleveland, and in 
Denver, the R. and C. Division receives accounts of the accountable 
officers together with the supporting documents, vouchers, and other 
documents. They tie those vouchers into the account itself. Then 
they segregate those vouchers by types, for instance, as to travel, 
contract, and so forth, and verify the computations on the vouchers. 
After they have completed the verification of the computations on 
the vouchers they send them to the Audit Division where the auditors 
verify the vouchers themselves. In connection with a contract 
voucher, for instance, they check the rate against the contract price, 
and if it is a general supply purchase they check price paid with the 
general supply schedule price, and so forth. Our breaking point is 
that after the checking and computation of the vouchers they are 
sent to the Audit Division which completes the audit and then returns 
them to the R. and C. Division for filing. 


PURPOSE AND RESULT—CONSOLIDATION OF AUDITING ACTIVITIES 


Mr. THoomas. What is going to be the purpose and the net result 
of the reorganization and consolidation of your four audit divisions? 
Are you going to save time and reduce overhead, or what? Will you 
cut down your backlog? 

Mr. Westra. There are several accomplishments that we expect 
to get. One of them Mr. Warren has mentioned, a saving in admin- 
istrative personnel t> the extent of around $100,000 a year. The 
principal benefit, however, will be in the extension of our site and 
comprehensive audits in the field. 

We have around 800 employees in the field in the Audit Division. 
We have also personnel in the Corporation Audits Division stationed 
in four permanent field locations. With tbe expansion of the com- 
prehensive audit, it would have been necessary with separate divi- 
sions, to have established field organizetions for the Corporation 
Audits Division and also for the Postal Audit Division. 

The Post Office Department is decentralizing its accounting opera- 
tions to the Federal Reserve bank cities, so that in the expansion of 
the comprehensive audit program, we would have had several separate 
field organizations. We feel through consolidation, and we plan in 
the near future to integrate personnel in the field, that we will get 
more flexibility, and as a result, more economy and better utilization 
of personnel. 

As I see it the primary benefit will be in the consolidation in our 
field operations plus a better coordination of our auditing activities. 


WORKLOAD AND PERFORMANCE 


Mr. Tuomas. In your Audit Division, and in your Reconciliation 
and Clearance Division, what is the average number of vouchers dis- 
posed of a day per employee or auditor? 

Mr. Westrauu. The per man-year figure on the vouchers which are 
handled through the R. and C. Division, and that go through the 
Audit Division likewise, is 59,800 for 1951, and it is estimated at 
83,668 for 1952, and 124,822 for 1953. The reason for that increase is 




















516 


the elimination of segregation of vouchers and the utilization of 
og techniques in the audit of the accounts of the disbursing 
officers 

Mr. Tuomas. That is quite a sizable increase, is it not? Is your 
workload increasing in the same proportion as your efficiency is? 

Mr. WESTFALL. No, sir; there will be a reduction in the personnel 
of the R. and C. and the Audit Divisions who audit vouchers and 
accounts on a centralized basis. There will be an increase in our 
comprehensive audit personnel with a net reduction over all, we esti- 
Ber _ 200 people by the end of 1953. 

THOMAS. at does that figure out per day per employee on 
che ¢ dis osition of vouchers? 

Mr. WestTFALL. In 1951 the average would be about 300 per man- 
day on the average. On the basis of 100,000 per man-year that 
would be roughly 500 per man-day. 


Mr. Tuomas. What is the fataire of the audit where a man handles 
500 a day? 

Mr. WestFrauu. Well, there are a number of elements involved in 
that audit. We have several different sections in the R. and C. 
Division. We receive vouchers together with the accounts current 
in the R. and C, Division. We see that all of the documents are 
thereby checking the vouchers and the schedules which support the 
account current, to determine that all documents are tee 

Then the vouchers go to another section where the vouchers are 
computed. We do not compute all of them. We do that on a test 
basis. There are some areas where we do that 100 percent, and in 
others to a very limited extent. The vouchers are segregated, and 
transportation vouchers are sent to the Transportation Division. 
The balance of them are segregated and sent to the different sections 
of rae ane Division, the Travel Section, the Contract Section, and 
so fort 


All of those functions are involved in the R. and C. and of the 
auditing of the accounts and vouchers. 


MiscELLANEOUS EXPENSES 
Mr. Tuomas. Mr. Reporter, please insert at this point in the 


record page 75, other objects. 
icy matter referred to is as follows :) 


Miscellaneous expenses—Actual or estimated obligations 





Fiscal year 


Appropriation 
or estimate 
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The estimate of $2,125,000 for ‘“‘Miscellaneous expenses” is $525,000 more than 
the amount appropriated for 1952. The coniparison by object classification is 
as follows: 





Increase or 
Object class decrease 1953 


over 1952 





Transportation of things 
Communication services 
Rents and utility services 


Seek 


Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment. 


_ 
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Mr. Tuomas. Mr. Budget Officer your information about other 
objects is very scarce, and next year we hope that you will spell out 
each one of these items in detail. 


TRAVEL 


How many people do you have in travel status in 1953 where I 
notice you have a $400,000 increase? 

Mr. Freeney. We estimate that there will probably be around 1,400 
subject to travel, and that we will probably have 600 or 700 in travel 
status most of the time. 

Mr. Tuomas. Out of the Washington office or out of your three 
big offices? 


r. Feenny. That would be primarily from the Division of Audits, 
the Accounting Systems Division, and the Office of Investigations. 
There will be some travel from the Transportation Division and 
Personnel, but that is minor. 


RENTS AND UTILITY SERVICES 


Mr. THomas. What are your rents and utilities items here? You 
own your own building. 

Mr. Freeney. That is for the rental of IBM equipment for our 
check reconciliation work. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. What about your supplies and materials item, where 
you have an increase of $90,000, from $120,000 in 1952 to $210,000 in 
1953? 

Mr. Freeney. You will recall last year we informed you we were 
cutting down on account of anticipating the move to the new building. 
We are very short now. In this amount we are including funds to 
equip our new library with books. 

Mr. THomas. How much? 

Mr. Frxrnry. They are asking for somewhere around $45,000. 

Mr. Tomas. You realize that we cannot read what is in your book, 
unless we have a copy of it. 

Mr. Frenry. The General Counsel has requested this. 
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Mr. Tuomas. That has not anything to:do with your not having it 
in this justification. 

Mr. Freeney. Yes, sir, that is right, but we wanted to present that 
to you here. We can put the detail in if you want it. 

Mr. Tomas. What about the General Counsel here? He has 
been doing a pretty good job so far. 

Mr. Fisper. We have always been handicapped by a lack of 
library facilities. 

Mr. Tuomas. Judge, we thought you had been doing a fine job. 
Would you mind telling us what you have been working with? 

Mr. Fisner. We think we can do a better job with more books. 

Mr. Tuomas. Tell us something about what you want. 

Mr. Fisuer. We have given a justification for around $40,000 or 
$45,000, and we itemized the additional books we wanted to get. 

Mr. Yates. Is that $45,000 or books? 

Mr. Fisner. Dollars. 

Mr. Tuomas. You are not figuring on buying out the West Pub- 
lishing Co. then, are you? 
Mr. FisHer. Law books are right expensive. 






OTHER CONTRACTUAL SERVICES 





Mr. THomas. What are your other contractual services for $25,000? 
Mr. Freeney. In that we have the cost of reports from Dun & 
Bradstreet in connection with our claims activities. If we determine 
from those reports that there is no use of going any further and trying 
- to collect a claim we can dispose of it. If we find that there is a pos- 
sibility of collecting we can proceed. 
Mr. Tuomas. You do not pay Dun & Bradstreet $25,000 a year, 
do you? 
Mr. Freenry. No, sir. We also have one small contract for an 
audit done by a private concern. 
“ir. Tuomas. How much does that involve? 
Mr. Freeney. That is around $1,500. The balance is primarily for 
service contracts on machines. 
















PRINTING AND REPRODUCTION 


Mr. Tuomas. What about your printing and reproduction item, 
$150,000? 

Mr. Freeney. That is for forms, letterheads, tabulating cards, and 
the printing of the publications that we issue, digests of decisions, and 
so forth. We send out a daily synopsis of decisions, and then we send 


out a monthly pamphlet, and at the end of the year there is, of course, 
a volume of decisions. 










TRAVEL BY DIVISIONS 


Mr. Tuomas. Mr. Reporter, please insert the table at the top of 
page 76 in the record at this point. 
(The matter referred to is as follows:) 





Increase or 
1953 decrease 1953 
over 1952 





Travel: | 

Accounting Systems Division n nat $50, 000 $75, 000 +$25, 000 
Cee Or Beayemtiasiions . 5 oc... oe enc ce mal 215, 000 325, 000 +110, 000 
pa Ee SS ETON Ae ep at Re en een aie Pie 190, 000 | 300, 000 +110, 000 
Corporation Audits Division _........._.--.__-___._- 300, 000 | 425, 000 +125, 000 
Postal Audit Division | 50, 000 | 50, 000 
Other divisions and offices -_-_........-.......---------| 45, 000 75, 000 








cei cdeatpinthnindatan shen a fy oiasdatecsamiplion- ol 850, 000 | 


1, 250, 000 





PREAUDIT OF VOUCHERS 


Mr. Anprews. General, | notice that since 1941 you have re- 
covered from transportation audits $437,845,976. That represents 
overpayments, or illegal payments, by Government agencies to 
carriers, does it not? 

Mr. WarrEN. I would say, mostly overpayments. 

Mr. AnNDrREws. I am wondering if there is not some way in which 
your Office could audit these accounts before these bills are paid. 
Then you would be assured of collecting any overpayments or not 
making any overpayments. Could not that be done practically 
under the law? 

Mr. Warren. That would throw us into the preaudit field which, 
of course, we are not in. Naturally it would require a much larger 
force to do that. 

Mr. Anprews. All of these are postaudits? 

Mr. Warren. Everything they do is postaudit. 

Mr. ANpREws. And some of them as late as 4 or 5 years after 
payment? 

Mr. Warren. That is right. 

Mr. Frenrny. Mr. Congressman, by the end of 1953 we expect to 
be auditing within 12 to 18 months after payment. 

Mr. Warren. On the current accounts. 

Mr. Freeney. The reaudit job will be completed in probably 4 
or 5 years. 

Mr. Anprews. The amount collected for these overpayments has 
increased yearly since 1949. It looks like there is no end to the over- 
payment of these transportation claims by Government agencies to 
the carriers. 

Mr. Warren. There are always overpayments, Mr. Andrews, 
where the Government is concerned. 

Mr. Anprews. I was just hoping there was some way in which we 
could stop these overpayments. 

Mr. Warren. At the present time we are directing our efforts 
toward having the carriers come in, particularly the main rail carriers, 
and find out what they need to support their accounts, and making 
suggestions for the training of their people to submit properly their 
original bills. In 1950 and 1951 we had great benefits from the con- 
ferences we have had with the carriers. We hope that there will be a 
further improvement. 

Mr. Tuomas. I have just one further question. 





REIMBURSEMENTS FROM OTHER AGENCIES 


What amount of money does the General Accounting Office pay out 
for services rendered to it by other agencies, and what amount, if any, 
does the General Accounting Office collect from other agencies for 
services rendered to them? 

Mr. Frerenry. We pay nothing out for services rendered to us, Mr. 
Chairman, but we do get paid for the cost of our audits of Government 
corporations. During the fiscal year 1951 we collected $823,696 from 
that source, and from July to December 31 in this fiscal year, $620,993. 
This money goes into the Treasury, not to the credit of our appropria- 
tion. 

Mr. Tuomas. What is the estimated amount of funds you will col- 
lect for 1953, from what agencies and in what amount? 

Mr. Freeney. I think the cost of our corporation audits will remain 
about the same. 

Mr. Tuomas. Detail the corporations and the amounts collected 
from each. Do you have a list of them there? 

Mr. Frernery. No, sir; I do not have. 

Mr. Tuomas. What is the total amount? 

Mr. Frrney. For the fiscal year 1951 we collected $823,696, and 
for the first 6 months of 1952 it was $602,993. 

aa Tuomas. What do you estimate your collections for 1953 
will be? 

Mr. Frrnry. I would say they would be somewhat close to the 
1951 figure roughly about $850,000. 

Mr. Tuomas. Why the $1,200,000 figure for 1952 and $800,000 for 
1951? 

Mr. Freeney. The billings against the corporations for the fiscal 
years 1951 and 1952 are approximately the same. The increased 
collections for the first half of the fiscal year 1952 are occasioned by the 
amounts of bills outstanding at the beginning of the fiscal year and 
paid during the first quarter of the 1952 fiscal year. 


REASONS CAUSING OVERPAYMENTS 


Mr. Yates. With reference to the collections made through the 
efforts of the General Accounting Office, do you have any opinion 
whether or not a greater amount of collections could be effected in the 
event you had a larger staff working on it, or do you feel that the 
amount set forth represents, a very substantial percentage of what the 
Government might have been able to collect anyway? 

Mr. WarREN. That is very hard to answer, Mr. Yates. Our main 
objective now, as I have said, is to prevent the agencies from making 
overpayments in the first instance, by better accounting and controls. 
Perhaps, if we had more people we might collect more. 

Mr. Yares. Is the sum total of the overpayments attributable 
to accounting errors? 

Mr. Warren. Not entirely. 

Mr. Yates. Are the overpayments attributable to accounting 
errors or due to a misinterpretation of the law? Why are so many 
made? 

Mr. Warren. Negligence, misinterpretations, and just ordinary 
mistakes. 
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Mr. Keuier. Even out-and-out overcharges. 

Mr. Werrzev. And duplicate claims for payment. 

Mr. Warren. Duplicate payments is an accounting error. We 
have many of those to correct. 

Mr. Yares. Have there been any cases of deliberate overcharges? 

Mr. Warren. Yes, sir. Well, of course, taat would be fraud. 

Mr. Yates. That is right. 

Mr. WarrREN. We have had them in our experience; yes. 


Mr. Yates. What happens to those cases; do you submit them to 
the Attorney General? 


Mr. WarrREN. Yes. 

Mr. Yares. What has happened to them? 

Mr. WarreEN. Well, in some cases there have been settlements. 
There have not been many prosecutions. 

Mr. Yates. Well, these settlements are made as a result of your 
efforts in finding the errors? 

Mr. Warren. If we find a fraud case we certify it over to the 
Department of Justice. 

Mr. Yares. And they make an effort to collect the bill? 

Mr. Warren. Yes, if they think they can make a case. 

Mr. Yates. I see. 

Mr. WarREN. Of course, fraud, as you realize, is very hard to prove. 

Mr. Yarss. I realize that. 

Mr. WarrEN. They sometimes will come in and make a settlement 
and report it to us. In all cases like that, that is, coming under the 
Contract Settlement Act, where we certify fraud cases we turn them 
over to the Department of Justice and notify Congress about it. 

Mr. Yates. Are any of those cases under the Contract Settlement 
Act still pending? 

Mr. Warren. Yes. I sent six reports to the Congress on the 
Contract Settlement Act. There will be no more. Our work under 
that was far more than we expected to do under the terms of the act 
itself, but that is where we get our estimates of frauds and overpay- 
ments as running approximately half a billion dollars, on the sampling 
we did under that. 

Mr. Yares. You did a test check? 

Mr. WarRREN. Yes. 

Mr. Yates. Among the Government agencies in which errors 
are found, which are the greatest offenders? 

Mr. Warren. That is rather difficult to answer. 

Mr. Yares. I mean do you find more errors in certain agencies than 
in others? 

Mr. Warren. I would say that the report on veterans’ educational 
program, which was submitted to Congress, disclosed many glaring 
errors involving overpayments. We sent quite an elaborate report to 
Congress on that. 

Mr. Exits. Could I supplement that? 

Mr. Tomas. Yes. 

Mr. Euuts. The figures we have in the record show that about 
two-thirds of all the trade schools examined by our auditors and 
investigators in that examination showed considerable overpayments. 
About two-thirds of the schools collected too much in one way or the 
other. In the case of some of them it was absolutely deliberate, and 
in the case of some of them it was due to carelessness and negligence. 
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Mr. Fisuer. That was the trade schools, as distinguished from the 
regular colleges and universities, and so forth. 

Mr. Exuis. Yes, the regular universities had a very much smaller 
percentage than the trade schools. 


TRANSPORTATION OVERPAYMENTS 


Mr. Yares. Well, the largest item appearing in this summary on 
page 3 is transportation bills. Now, do most of the errors occur in 
the Department of Defense, or do they occur in the General Services 
Administration, or where do they occur? 

Mr. HoaGcianp. The Department of Defense spends most. There- 
fore, we find most of the errors there because the carriers are paid on 
the bills presented to the Department. 

Mr. Kextuer. The Department does not do any detailed auditing 
prior to payment of the transportation bills. 

Mr. Yares. Is the language, that Mr. Ellis read into the record this 
morning, in your opinion, sufficient to correct the overpayments that 
will occur in cases of that type? 

Mr. Kewtuer. That is an entirely different matter, Mr. Yates. 
That is on the provisions in some contracts as to findings, but the 
transportation overpayments come about as a result of the Trans- 
portation Act of 1940 which says that the Department shall make 
payments on claims submitted by the carriers, subject to audit by 
the General Accounting Office. So, naturally, that ratio runs a lot 
higher in that field. 

Mr. Hoacuanp. If there was vested in the administrative agencies 
the right to make contracts for transportation services and establish 
charges which could not be reviewed, and there is a tendency in that 
direction, and there are some bills pending to do that, then we would 
not be able to question these overpayments. 

Mr. Yaress. Referring to this figure of $437,845,976 under the trans- 
portation audit, do you have a figure that would be a comparable one 
as to what the entire charges for transportation were for that period, 
so that you could compare the amount of collections for overpayments 
to the total charges? 

Mr. Hoaauanp. I can tell you that during the war years the best 
estimates that could be made indicated they paid out about $1 billion 
a year on Government bills of lading. There is probably that much 
more in other contracts on commercial bills. 

Mr. Yates. What percentage is this $437 million of the total trans- 
portation bill? 

Mr. Hoactanp. That would depend upon the period taken. 

Mr. Yarss. For the period 1941 to date. 

Mr. Hoaauanp. For 1943, 8 to 9 percent; for 1944, 7 to 8 percent. 
In the current audit period it is running under 3 percent, speaking of 
the latter part of 1949. 

Mr. Yarers. Is there an average figure that you can give? 

Mr. Werrzet. One problem is that there is a necessary time lag 
between payment of the transportation and the actual collection of 
the overcharge. For one thing, in our reaudit we are several years 
behind, and it may take a year or two after that to collect. We have 
made an effort to coordinate the figures but we cannot get a very 
scientific figure on that. 
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Mr. Hoaeianp. Not more definite than I have stated. I might 
say that since the Ist of July in this fiscal year we have deposited 
and have checks on hand for the collection of $20,300,000 on account 
of these overpayments. 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. Yates. In connection with the surveys that you have made of 
Government agencies, have you had an occasion to check those 
agencies which have been reorganized in accordance with the recom- 
mendations of the Hoover Commission? 

Mr. WarrEN. No, not to survey them from that standpoint. 

Mr. Yates. Do you have any information as to whether the 
agencies which have been reorganized in accordance with the Hoover 
Commission recommendations are operating more efficiently, or are 
able to effect the savings that were claimed to come as a result of that? 

Mr. Warren. No, we do not, Mr. Yates. 1 saw a very informative 
statement in yesterday’s Congressional Record by Senator McClellan, 
a member of the Hoover Commission, in which he takes violent 
exceptions, and I think correctly, to the very extravagant claims of 
savings made by a leading organization supporting these proposals. 
I think it is a very fine statement by Senator McClellan about the 
Hoover proposals, about 50 percent of which have become law, and 
some of which, I am sure, should never become law. 

Mr. Yares. When you say that some should never become law; 
which ones do you have in mind? 

Mr. Warren. Well, as you know, they went beyond their powers, 
and advocated the destruction of the General Accounting Office, for 
one thing, and yet they could not muster a vote or a speech from a 
single solitary Member of Congress in either House to do that. I 
am sure that you realize that the effect of some of their proposals 
would be to build up strongly the executive against the legislative 
branch of the Government. I believe very deeply that Congress 
must reassert itself and control the power of the purse. Many of 
the Hoover proposals were excellent. Along with Mr. Hoover, I 
oon giving the President the right to send down reorganization 
plans. 


SECTION 206 OF THE LEGISLATIVE REORGANIZATION ACT OF 1946 


Mr. Yarrs. General, you have made the recommendation that 
there should be the appointment of certain supergrades not subject 
to civil service, as | remember, for the purpose of section 206. 

Mr. Warren. No, I said that if you decide to let us set up a unit 
under 206 then we should not have the restrictions of civil-service 
laws and regulations. Let met say this, that that is no reflection on 
the Civil Service Commission. I think that the return of Robert 
Ramspeck to the Government was a splendid thing. He is doing 
an outstanding job, and the General Accounting Office is getting 
fine cooperation from the Commission. 

I do take violent issue with some civil-service laws and regulations, 
which I consider the greatest deterrent today to efficiency and good 
government. Now, that is not the fault of the Commission. We 
just cannot get those people if we have to go through the required 
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civil-service procedures covering the general run of jobs. Understand, 
I would not be in an agency that did not have the merit system. | 
believe in it very strongly, and I believe that an impartial survey will 
show you that the General Accounting Office is strictly a merit 
agency. We have a fine Personnel Division there, and it operates 
solely on merit. 

Mr. Yates. Well, are not these reasons applicable and appropriate 
for other Government agencies as well? 

Mr. Warren. Well, in similar instances, yes. It is not any lack 


of cooperation with the Commission, and it does not apply to our 
whole operation. 


Mr. Yarss. Yes, I understand. 

Mr. Warren. I want to make that very plain, but we just cannot 
gei the men for 206, if we have to operate under it. 

Mr. Yares. You have said that you would require about $1 million 
to implement section 206. Would that rove a special fund for 
surveying both military and civil functions of the Government? 

Mr. Warren. It certainly would not be for the entire Government, 
because as I stated our surveys would have to be on a selective bisis, 
and there would have to be a complete understanding between the 
Appropriations Committees and our Office. We cannot go out at 
the whim of any Member of Congress who might say I want such and 
such an agency surveyed at once. It would have to be on a highly 
selective basis, and $1 million with high-class people would only give 
us a very small personnel with which to do that. 

Mr. Yates. Do you contemplate the implementation of section 
206 with your.own people, or through the use of management concerns 
and engineers? 

Mr. Warren. Not through management concerns; it would be 
through individuals. 

Mr. Yates. Yes. 

Mr. WarrEN. And undoubtedly we would try to attract into the 
Government high-class people from management concerns. 

I might say that on account of the program that we initiated 3 years 
ago and are now carrying on, and I hope very successfully, more and 
more we are finding good people attracted to the General Accounting 
Office. We are getting some excellent people, and it is because they 
believe in what we are doing. 

Mr. Puiuurps. My first question, Mr. Warren, is off the record. 

(Discussion off the record.) 


AUTOMOBILES 


Mr. Putuurps. My second question now goes on the record: How 
many automobiles does your agency have? 

Mr. Frrenry. We have three passenger automobiles. 

Mr. Puiuures. Are they all in Washington? 

Mr. Frernry. Yes, sir. 


SECTION 206 OF THE LEGISLATIVE REORGANIZATION ACT OF 1946 


Mr. Putiirs. Of all your work, I probably am as much interested 
personally in the proposed application of section 206 as any other item. 
I have the feeling that some other member of this committee has al- 
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ready expressed. I do not see why that is not an integral part of 
your job without the necessity of a specific authorization. When an 
auditor goes into a business for an internal audit he has the choice of 
a simple audit of the books, the bank accounts, and so forth, or he 
has the alternate choice of suggesting, in addition, where excessive 
expenditures are being made, or where economies may be effected. 
The difference is largely the difference between an auditor, and a good 
analyst and accountant. It is also the difference in the fee he charges 
after he gets the work done. 

Mr. Weirze.. It is a part of our job to investigate the receipts, 
disbursements, and also the application of public funds and to audit 
Federal financial transactions. 

Now, the second type of report you have been describing is what 
would be known as a management report. In the past, the General 
Accounting Office did not make so-called management audits. It 
did make financial audits. But with the development of our com- 
prehensive audit program, we are going more into the analysis of the 
agency’s organization, its basic law, its policies, and how it carries 
those policies out, its internal control, procedures, and observance of 
the governing statutes, especially those governing financial transac- 
tions, and making recommendations for correction of any deficiencies 
that are found. That is primarily still a financial audit—an audit of 
financial transactions. That is the way the law reads, “the financial 
transactions of each executive, legislative, and judicial agency shall 
be audited.” 

Mr. Puiturps. Now, are you saying that the GAO has felt it was 
limited by its own authority in doing that work prior to the passage 
of section 206 of the Reorganization Act? 

Mr. Weirzev. I would say in former days the GAO probably did 
feel it was so limited. In the past we have not attempted an agency- 
wide management analysis. We have made investigations. Mr. Ellis 
makes examinations in certain cases, for example, the veterans’ 
education survey, which disclosed numerous overpayments which 
could be categorized under section 206. I am speaking somewhat in 
the dark on this, too, because we were not consulted about it. But 
our best understanding is that that section contemplates the General 
Accounting Office will go at periodic intervals into each agency of the 
Government and undertake a top-to-bottom examination which will 
result in a report showing how much money they have gotten by 
appropriations and by receipts, the application of that money, and 
not only whether its use has been legal but whether it has been effi- 
cient and economical, and in pertinent recommendations for reorgan- 
ization of the Department, in the interest of efficiency and economy, 
that they cut out certain unnecessary work or cut down by a certain 
number of people. 

On the legislative history, following the enactment of 206, we have 
never felt this committee and Congress itself intended for us to go 
into this activity, on the scale contemplated by the section, because 
Mr. Wigglesworth stated on the floor in reporting out the first bill in 
which we requested funds that the committee did not feel that activity 
should be gone into on the scale contemplated. 

Mr. Puituies. I was a member of that same subcommittee at that 
time and was on the floor at the time, and I have no recollection that 
either the subcommittee or the Congress had any idea it was putting 
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blinders on you. I am trying to make this distinction. You are 
testifying that the GAO has not felt it had authority to go into a 
procedural investigation of an agency. This is not the first time, as 
you may recall, that I have raised this question with your agency 
when it has come up here. 

Mr. WEITzEL. Yes, sir. 

Mr. Puiuuires. But it is impossible for you to physically go into 
and walk through certain agencies, whose names I will not put on the 
record, even if you are only there to audit the books, and not see 
three things in those agencies: (1) that they have more employees 
than make it possible for them to handle their work efficiently; (2) 
that their organization would probably justify an investigation—l 
mean of the organization of the agency—and (3) that they are not 
using modernized equipment which would make it possible for them 
to do better work. 

I still do not find you making recommendations of that kind on any 
agency. Am I right or wrong? 

Mr. WeirzeL. We have made recommendations of that sort and 
will make more. If you do not mind, I would like to insert in the 
cone Congressman Wigglesworth’s statement on June 17, 1947. He 
said: 


The committee did not include in the bill an item of $1,000,000 proposed to 
enable the General Accounting Office to begin performance of the new duties 
imposed upon it by section 206 of the Legislative Reorganization Act of 1946. 
This section requires the Comptroller General to make a special expenditure 
analysis in the departments and establishments in the executive branch of the 
Government and report the results of his findings to the Committees on Appro- 
priations and Expenditures in the Executive Departments and to the appropriate 
legislative committees of the two Houses, to enable Congress to determine whether 
public funds have been economically and efficiently administered and expended. 

The Comptroller General met and discussed this new duty with a group of 
members of Committees on Appropriations and Expenditures of both the Senate 
and the House on March 1. On that occasion and again when he appeared before 
this committee he explained that he could make only general and tentative plans 
for the work in advance of an appropriation therefor. In asking for an initial 
appropriation of $1,000 000, the Comptroller General was proposing only a modest 
beginning and explained that this amount would permit the covering of only a few 
selected agencies at the start. 

The committee feels that with the assistance already being furnished by the 
General Accounting Office in its regular reports and otherwise to Congress and to 
many of its committees and with the additional help now available in the aug- 
mented committee staffs, no additional appropriation to enable the General Ac- 
counting Office to begin its new duties under section 206 of the Legislative Re- 
organization Act can be justified at this time. 

The committee believes that if such expenditure analyses are to be made on such 
a scale by a permanent staff it should be done by the General Accounting Office. 
I have discussed this matter with the Comptroller General and he does not object 
to the elimination of this item of $1,000,000, under all the circumstances involved, 
provided it is understood his Office cannot begin work pursuant to this new func- 
tion unless and until an appropriation is made therefor at some later time. I think 
this, of course, will be clearly understood. 


Now, it is largely a question of degree. 

Mr. Puixurps. That is exactly my point, and I think what you are 
reading upholds my annual contention that you contend you cannot do 
anything until you can do it as a complete and thorough job in an 
agency, or until you get a specific appropriation. I would agree with 
you on the merit of doing a thorough job in some of these agencies, but 
I am asking you why certein things continue to exist year after year 
and year after year and year after year in agencies which are as well 
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known to you as they are to me, when they could do a great dea! more 
effective job if they would get rid of about 25 percent of their employ- 
ees. And 25 percent multiplied, say, by $3,800 a year is a consider- 
able sum of money. 


COMPREHENSIVE AUDIT PROGRAM 


Mr. Werrzeu. In developing our comprehensive audit program— 
and we have about 31 agencies or major segments of agencies under 
comprehensive audit at this time—we have given a great deal of 
thought to all of those things. It won’t come up in the form in which 
you would get it under section 206, but you may get a good deal of 
the content. However, we have not reached the point in our compre- 
hensive audits where we are able to supply reports on.-many agencies. 
The first one we did render, on the Maritime Commission, I think 
you would probably agree went into a number of things which involved 
performance by the Maritime Commission—not the policy of the 
Maritime Act but the way in which the Maritime Commission carried 
that act out, the way in which they interpreted the laws, the way in 
which they applied them as indicated by their performance. In con- 
nection with our work with the Maritime Commission we made 
recommendations which resulted in the Commission’s request for 150 
additional people in the Accounting Division being turned down and 
also in letting go 100 of those already employed. Also, in cooperative 
work with the Commission we were able to eliminate the backlog 
which they had down there, which this committee did not have to 
turn over to the General Accounting Office. And it is my hope, not 
necessarily that we will report more of the kinds of things we did on 
the Maritime Commission but that we will be able to get into things 
that will be helpful to this committee. I might mention that Mr. 
Cannon Jast October 19 wrote a letter to Mr. Warren in which he 
expressed interest in our comprehensive audit program and expressed 
the hope that in developing the program there could be borne in 
mind the needs of the committee for timely analysis of agency opera- 
tions. 

We responded that to the extent practicable we would make avail- 
able to the committee before commencement of its hearings each year 
significant findings during the course of each vear growing out of our 
comprehensive audits, site audits, and other examinations. Mr. Ellis 
can show you some samples of reports already made by’ his Office of 
Investigations. 

Mr. Puiturps. I am not going to worry this subject to death, but I 
still say, from what vou have told me (1) that the GAO felt, prior to 
the passage of the Reorganization Act in 1946, it may have been 
limited in its authority to do what I am suggesting should be a routine 
job with you; therefore, you have had 1947, 1948, 1949, 1950, 1951, 
and 1952. And eliminating the idea of the large and comprehensive 
investigation and analysis of the workings of an agency, have you in 
these 6 years made any more recommendations to agencies other than 
the Maritime Commission, which was not only a good report but was 
a very obvious agency upon which to make such a report. You could 
have shut your eyes and made a very good report on the Maritime 
Commission. 

Mr. Weirze.. I assure you we did not shut our. eyes. 
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Mr. Puiuuirs. That was very obvious in reading the report, I will 
say. But where you have said to some of these agencies, which I say 
I am not naming in the record—can you tell me any of them where 
you have said to them “Now, gentlemen, you certainly have too many 
employees for efficient work.”’ 


REPORTS TO CONGRESS ON VETERANS’ INSURANCE PROGRAM 


Mr. Werrzev. Mr. Phillips, I would like to cite you some reports we 
made to Congress on the veterans’ insurance program which resulted 
in consideration by the Hardy subcommittee of the House Expendi- 
tures Committee. 

Mr. Puituips. As they used to say when I was a boy, “You are 
getting warmer.” 

Mr. Werrzeu. And by the Veterans’ Affairs Committee. That 
committee made an extensive study in which we participated with 
staffs of the committee, the Bureau of the Budget, the Veterans’ 
Administration and, the Department of Defense. The legislative 
consideration resulted in the enactment of Public Law 23 which, to 
the best of our estimate, will save several million dollars in administra- 
tion costs annually as well as additional costs in the operation of the 
program, a gratuitous insurance program while the men are in the 
armed services instead of a highly subsidized Government insurance 
program extending over the entire life span of the participants, as 
well as a substantial reduction in program costs due to the fact that 
current mortality tables and current interest rates are used. It was 
estimated by the General Accounting Office at the time that legislation 
was pending that over $500 million would have been saved had that 


revised program been in operation from October 1940 to July 1949. 
That is a case where we, working with the committee and other 
interested agencies after submission of the report, worked out legisla- 
tion which we feel is going to save a very substantial amount. 
Mr. Puiturps. Well, the score now goes up to three. 


FEES AND CHARGES FOR SPECIAL SERVICES 


Mr. Werrzev. As another instance, last year you gentlemen, 
under Mr. Thomas’ leadership, asked us to recommend some legisla- 
tion for fees for special services. We had made a report to Congress, 
which the Senate Expenditures Committee had mentioned in its 
report No. 2120, Eighty-first Congress with a suggestion that there 
be a study and new legislation, if necessary, to require higher fees to 
be charged or to require fees to be charged where none were now being 
charged for special services rendered to private agencies or rendered 
to the public. As a result of the President’s policy of placing these 
services on a self-supporting basis wherever practicable, and of Title 5 
of the Independent Offices Act of 1952, the title worked out by this 
Committee with the General Accounting Office and the Budget 
Bureau, the President in his budget estimates and in his message which 
he sent up to Congress this week estimates an addition of $37 million 
to the revenues of the Government. 

And that is only the beginning. Some cases'will require legislation, 
and that will come along when it is developed. But that is the 
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result of legislation worked out by this committee with the assistance 
of the General Accounting Office and the Budget Bureau, and I think 
it stems back in some measure to our report. 


INFORMING AGENCIES OF EXCESSIVE NUMBER OF EMPLOYEES 


Mr. Puiuures. You have not specifically answered my question 
yet—whether you recommended to any of these agencies that they 
had an excessive number of employees. I might pinpoint this by 
asking, Have you recommended to any of the more recent emergency 
agencies that they have too many employees? 

Mr. Weirzet. J do not know that I can cite to you a recent emer- 
gency one, but I would like to say that under the joint accounting 
program the agencies on their own initiative work out improved 
procedures and effect savings. For example, I can cite to you the 
Bureau of Reclamation, which, working cooperatively under the joint 
accounting program with the General Accounting Office and the other 
agencies involved and with the assistance of one of our top accountants 
out in the field, installed a new accounting system at its projects and 
regions, resulting in a voluntary reduction of one-third of their 
accounting personnel in the Washington office and similar reductions 
in several regional offices. For example, in one of the regions the 
finance and budget personnel was cut down from 44 to 24 and a 
better accounting job is being done, and for the first time, we are 
informed, coordinated financial reports for each project and for the 
whole Bureau are being issued by the Reclamation Bureau. This 
report Mr. Warren handed to you cites other instances of that sort 
where the agencies themselves, working under the cooperative 
arrangements of the program, have made improvements and effected 
savings. 

In the Post Office Department, as a result of the work of the post 
office, witk assistance of joint program staff, including Mr. Frese’s 
accounting-systems people, and of the Federal Reserve banks and the 
commercial banking system, a revised and improved money-order 
system was set up as of July 1, 1951. If the committee has the time 
I would like to read one paragraph from this report on that. 

Mr. Pusxurrs. The trouble is you pick out the long paragraphs. 

Mr. Werrzeu. The rest will be available. This says: 

New punch-card money order replaces paper money order and a punch card 
formerly used in auditing procedures resulting in saving of over 300 million forms— 
listings of issued money orders and paid money orders, formerly prepared on a 
manual basis by first-class postmasters, have been eliminated, saving over 4 
million legal-sized sheets on which money orders were listed at 300 items to sheet 
based on September 1951 data, the preparation, handling, and reconciliation of 
over 900,000 checks a year saved through reduction in number of checks drawn 
by postmasters in cashing money orders—although the new money-order system 
has not been in operation a sufficient length of time to accurately estimate savings 
occurring thereunder, tangible savings in manpower reported thus far include elim- 
ination of 700 positions in seven electrical accounting units—additional manpower 
savings anticipated due to fact individual post offices now handle less than 10 per- 
cent of paid money orders with other 90 percent being sent through Federal Reserve 
System directly to regional accounting offices—assumption of functions formerly 
performed by General Accounting Office has made possible elimination of certain 
duplications in accounting operations—forms under constant review to reduce 
paper work and simplify preparation thereof—subjecting Post Office Department 
operations to comprehensive, commercial-tvpe audit by General Accounting Office 
will make possible considerable simplifications in documentation of transactions 
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and handling of paper work—-revised procedures covering settlement of accounts 
with Department of Interior, Bureau of Internal Revenue, and Bureau of the 
Public Debt covering sale of migratory bird hunting stamps, internal revenue 
documentary stamps and United States savings stamps, respectively, will eliminate 
approximately 8,000 certificates of deposit per year with commensurate savings 
in the recording and reconciliation thereof at several stages in the accounting for 
such deposits as well as 35,000 daily financial statements per year in post offices— 
utilization of mechanized procedures for proving Federal Reserve bank clearances 
and for auditing postmasters’ money-order accounts has resulted in greater speed 
in operations and consolidation of several operations previously performed into one 
operation. 

Those are just examples chosen from that report. 

Mr. PHILuips. Suppose we leave it that I am now committed to 
read that report. 


REPORTS TO CONGRESS ON WASTE AND EXTRAVAGANCE 


Are not also obligated to recommend, or call to attention, examples 
of waste and extravagance, as I have emphasized in connection with 
personnel, and in other areas besides personnel. 

Mr. Werrzev. We certainly are, and Mr. Warren pointed out 
previously he sends those reports to Congress. Mr. Ellis has a list 
of several I would be glad to insert in the record. 

(The information is as follows:) 


EXAMPLES OF RECENT REPORTS ON SPEcIFIC DEPARTMENTAL ACTIVITIES 


. Diversion from the Treasury of revenue from “‘unofficial’’ activities at military 
bases and civilian installations 
. Excessive expenditures for benefit of welfare activities at military posts 
. Meals sold to employees and visitors at VA hospitals at less than cost 
. Loss of United States residual foreign surplus military property | 
5. Waste in the cost of educating and training veterans 
. Delay in activation and stand-by operating costs of newly sientiainad VA 
hospitals 
. Substandard paper bought at full price by Public Printer 
. Indian irrigation projects badly depreciated in value due to gross under- 
charge for water furnished 
Mr. Warren. Mr. Chairman, I have sent more reports to Congress 
in one year on waste and extravagance than my predecessors in office 
have ever sent during their entire terms. 
Mr. PHtures. But do not you know what usually happens to the 
annual report? 
Mr. Warren. These are not annual reports; these are separate 
reports, and in some instances, committees have taken action. 
(Discussion off the record.) 


REPORT ON COMMODITY CREDIT CORPORATION 


Mr. Werrzev. I would also like to cite the recent commodity credit 
report of our Office of Investigations by Mr. Ellis which! was sent to 
Congress on the 11th of January reporting $3.8 million in shortages 
and potential losses—not final losses—in the grain storage program : of 
the Commodity Credit Corporation in the Southwest. ‘There was a 
hearing of the Senate Agriculture Committee last Friday at which 
Mr. Warren and Secretary Brannan appeared, and the committee 
voted to conduct a full investigation. We also sent copies of that 
report to this committee and the. Agriculture Committee of the House. 
I understand Mr. Whitten’s subcommittee is taking action. 
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Mr. Puruurrs. I have not seen it. 

Mr. Weirze.. A copy was sent to every Member of Congress. 
I have a copy here. 

Mr. Puiturrs. You mean you sent it to my office? 

Mr. Werrzeu. Yes; following the publication of Secretary Brannan’s 
letter to Senator Ellender in which he took exception to some com- 
ments made about the report as attacks on him, we sent it to every 
Member so that you could see it was a carefully prepared factual 
report. Mr. Brannan made it plain at the hearing that he was not 
referring to us in his letter. 

Mr. Puituips. I am glad you brought that up. I have not read it; 
so I ask this without reading it. I had the feeling you were a little 
late on the CCC losses? How come we could not have caught that 
before? Did you not have inspectors with the auditors down there 
on this grain storage before that? 

Mr. Warren. In reporting to the Congress, we brought it down to 
January 2, 1952, and the report reached Congress on January 11, 1952. 
It was the most up-to-date report we have ever sent to Congress. 

Mr. Putuures. The report was up to date, but how come we— 
meaning the Government of the United States—did not know this 
grain was being sold, on a gamble, out of the warehouses? 

Mr. Exuis. The answers to that are two. In the first place, our 
annual audit reports on the Commodity Credit Corporation have 
contained criticism of the lack of inventory control by the Corporation. 
The second answer is that this is comparatively new. You recall that 
1948 was the big crop year and there was a tremendous carry-over of 
the big spring crop in 1949. That is when Commodity Credit had 
the tremendous job of getting every type of storage conceivable. 

Mr. Puiuures. Even outdoor storage. 

Mr. Euuts. Yes. It is only since then, in 1949 and 1950, that 
things were inspected. 

Mr. Puruures. You think this condition did not begin to develop 
before 1950? 

Mr. Exuts. That is right. 

Mr. Puruuips. And the essence of it briefly was tbat the storage 
people bad been selling out grain in the belief that they would get it 
back from other dealers before an accounting would be taken? Have 
I oversimplified the situation? 

Mr. Euxis. Maybe not. They saw a chance to make 25 or 50 
cents a bushel, because they figured the price would be lower later on. 

Of course, our report was not intended to dwell on shortages in 
agricultural commodities in storage so much as to complain of Depart- 
mental delay in permitting shortages to go on even for a year without 
stopping it. 

PERSONNEL OFFICE OF INVESTIGATIONS 


Mr. Puiiurrs. Coming back to your own testimony of a few mo- 
ments ago, I do not know whether I misunderstood you, but you said 
you had a certain number of offices outside of Washington and, as I 
recall, you gave 161 total employees. 

Mr. Exuts. 161 are outside of Washington. 

Mr. Putturrs. How many are in Washington? 

Mr. Etuis. Seventy. 

Mr. Putuuies. 161 plus 70 makes 231. 
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Mr. Etuis. Yes, sir, but 30 or 35 are clerical and administrative 
personnel. 

Mr. Puiturps. You are asking for 240 employees? 

Mr. Euuts. Yes, sir. Two hundred and forty is about what our 
ceiling hag been in the 2 years I have been connected with the work. 

Mr. Puiturrs. I thought you testified you had 240 now. 

Mr. Freeney. That is the number of positions. He has some 
vacancies there. 

Mr. Extis. I did not mean we have 240 now. We have 231. The 
others are jobs, and there are some vacancies that I will put people in 
as soon as [ can find them. 

Mr. Puitures. Where are you going to put your extra nine people 
if you get them? . 

Mr. Exxis. We need people now in Kansas City, Philadelphia 

Mr. Puiturps. I mean, are you going to put them out in the field or 
in the Washington office? 

Mr. Exis. They are all to be put in the field, because our Wash- 
ington people are people who have had field experience by and large. 
There may be here a small force of four or five for highly special inves- 
tigations. For example, you may recall the Atomic Energy investiga- 
tion last autumn when it was suggested to us that we go down to the 
Savannah River project and, in effect, count the people who were not 
working. That was a highly specialized operation. Also, it required 
the cooperation of our audit people. 

Mr. Puituips. What is the special operation about going to a place 
and counting the people who are not working? 

Mr. Exuts. It took people with a great deal of judgment—a lot 
more than the fellow who is merely able to look about. We had 
security to worry about. It took people to go around and see the 
operation that had enough judgment to be able to report accu- 
rately whether those people were really working or were justified in 
perhaps waiting for the next truckload—people having more back- 
ground of experience than you can get out of the ordinary investigator. 

Mr. Corron. You mean it requires a great deal of discernment to 
tell whether a Government employee is actually working or not? 

Mr. Euuis. You recall Representative Wheeler’s comments on 
that. We are under an injunction in these jobs to be fair 

Mr. Yares. Is not that true in every case? 

Mr. Exuts. That is true in every case. In fact, a month does not 
go by but what Mr. Warren refers to the fact that our charter of 
operation is to be full, complete, accurate, and fair. Anybody can go 
in on a construction job anywhere in the country and can show you 
idle people—whether it is a private operation or e Government opera- 
tion. There is always some lost motion. We were trying to be 
objective in showing what was really a justifiably wasteful operation 
and what was not. That is why I had to send highly qualified people. 


DIVISION OF AUDITS 


Mr. Putturps. Mr. Westfall, you have a new title. 
Mr. WeEsTFALL. Yes, sir. 

Mr. Puiiurps. How long have you been with GAO? 
Mr. WeEstTFALL. Since June 1946. 
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PERSONAL SERVICES 


Mr. Parties. How much is your division asking in the new budget? 

Mr. Wesrratu. We are asking for 3,290, total figure. 

Mr. Puiures. I was asking for a figure in money. 

Mr. Westra.u. I would have to add this, because they are in the 
budget by divisions. 

Mr. Freeney. $14,743,000. 

Mr. Puiiurrs. How many previous divisions are now combined in 
the one called the Division of Audits? 

Mr. Westrat. Four. 

Mr. Puitutes. How much did those four division separately get 
for fiscal year 1952 or for the last year when they were separate? 

Mr. Frenry. $15,644,000. 

Mr. Puituips. You mean the combination has resulted in a reduc- 
tion of approximately $900,000? 

Mr. Freeney. Yes, sir. That has been given effect in the prepara- 
tion of our 1953 estimates. 

Mr. Puriures. That has not always happened in this committee 
in Government reorganizations alleged to be for efficiency and 
economy. 


SECTION 206 OF THE LEGISLATIVE REORGANIZATION ACT OF 1946 


Mr. Westrauu. I wonder if I might touch on this question of 
section 206 and how much of that we propose to do in our audit. 

Actually, as to a comprehensive audit report, the Maritime Com- 
mission is the only agency we have reported on up to now. We 


have several reports 

Mr. Puiturrs. Do not rest on your laurels. That was a good 
report. 

Mr. Westra.u. In the next few months-in fiscal year 1952 we 
have a number of reports coming out. We have one summary report 
which will be up this week, which will go to the Appropriations 
Committee, on one of the new audits. 

I would like to point out, also, that in making a comprehensive 
audit we go into quite a lot of things which would also be covered by 
206. But there are some distinctions. For instance, in the compre- 
hensive audit we review pretty thoroughly the internal controls, in- 
cluding the accounting system, of an agency. In doing that, we 
naturally get some idea as to whether they have too many people per- 
forming accounting functions. Mr. Warren gave the example. at 
Maritimé where we recommended a reduction of accounting personnel 
to the Budget Bureau which they fully accepted. On the other hand, 
if we had been doing section 206 work, we probably would have had 
somebody go into the reserve fleet operation with a view to determin- 
ing whether or not it was efficiently conducted. That would have 
included the development or review of standards for the measurement 
of efficiency. That would not ordinarily be done in a comprehensive 
audit. We usually go into something like that now only if and to the 
extent that in the course of the audit we see something that obviously 
needs correction. Then we would go further and, under Mr. Warren’s 
injunction, cover in our audit reports, matters which normally would 
be covered under section 206. It is a matter of degree. 
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NUMBER OF EMPLOYEES 


Mr. Purturrs. I had a note here about the increase in money and 
the increase in work between prewar years and the present time. Let 
me ask what is the total number of employees for which you are 
asking next year. 

Mr. Feeney. An average of 6,560. 

Mr. Puiturps. For the whole GAO? 

Mr. Freeney. That is average employment. 

Mr. Puitures. What was the number of employees the agency had 
in 1940 or 1941? 

Mr. Freeney. We had 5,349 in 1940. We reached the peak in 1946, 
when we had 14,904. 

Mr. Puiutures. The chairman says the number in 1940 was 5,394 
and you have just told me that the peak year was 1946. How many 
did you have then? 

Mr. Freeney. 14,904. 


GAO AUDITS FOR HOUSE OF REPRESENTATIVES 


Mr. Puiiuips. You say you make an audit now under the law—is 
it under the law or under the request and regulations of the Con- 
gress?—of the Sergeant at Arms’ office? 

Mr. Exuis. That is done under statute. 

Mr. Putiures. Do you make investigations of any other of our Hill 
agencies by statute? 

Mr. Exuis. Other than the audits required by law we investigate 
up here if and when we are directed or requested by the Hill. 

Mr. Puituips. Do you investigate what is known as the stationery 
room? 

Mr. Exits. We made an audit of that last year at the request of 
the clerk of the House. 

Mr. Patiures. What became of that report? 

Mr. Etuis. It was sent up to the Speaker. 

Mr. Puiuurpes. Did you ever make an investigation of the folding 
room? 

Mr. Exuis. Yes. 

Mr. Puaiuurps. Did you make a report on it? 

Mr. Euuts. Yes. 

Mr. Puruuies. What became of that report? 

Mr. Exuts. It was sent to the Speaker of the House. 

Mr. Puiuurps. Are there any other reports on our side of the 
Capitol? 

Mr. Exuts. There is the radio recording facility, a joint facility 
We did that one. The House restaurant 1s done by the Division of 
Audits. 

Mr. Patiuips. When did you make a report on the radio room? 

Mr. Exuis. Last spring sometime. I would have to check. 

Mr. Puariires. Are there any others? The restaurant also is done 
by the Division of Audits. . 

Mr. Euuts. Yes. Of course, there is the bank. 

Mr. Putuuips. That is under the Sergeant .at Arms. 

Mr. Exuis. That is under the Sergeant at Arms. There was the 
Sergeant at Arms, the clerk, the stationery room, and the recording 
room, Those are the four we do. The Division of Audits does the 
rest. 
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Mr. Puu.uies. Do you make those annually or only on request? 
Mr. Exuis. The last several years those have been annual and on 
request. We have received a request every year, and I hear we are 
going to get the same request this year. 
Mr. Puixuips. You have never done them more often than annually? 
Mr. Euuis. I think there is one that is done twice a year. 
Mr. Paruurps. Which one? , 
Mr. Euuis. The audit of the Sergeant at Arms is done twice a vear. 
Mr. Frank L. Yares. There was a time when we did not do any of 


them at all. 


Mr. Puixtures. How long ago was that? 

Mr. Frank L. Yares. Probably for about the first 20 years of the 
life of the office, because none were provided by statute. 

Mr. Puiuuips. It would be easier for me to have you say ‘‘We began 


in such a year.” 


Mr. Exits. We will supply that for the record. 
(The matter above referred to is as follows: ) 


General Accounting Office audits for House of Repr2sentatives 


- — 


Office Authority Remarks 


Period 





| , | } 
| To Jan. 3, 1947 Request of the Speaker-_} 


Sergeant at arms_.._...-~- Wie 
| Jan. 4, 1947-July 3, 1949_| Request of the Sergeant | 


Clerk of the House: 
bursing clerk. 


Do 
Do 


Joint Senate-House 
cording facility. 


re- 


Doorkeeper, folding room_| 


Architect, House restau- | 


rants. 


| July 1, 1946-Jan. 3, 1947 


| Oct. 1, 1946-Jan. 24, 1947 


| July 4, 1949-......-----.| 


| Jan. 4, 1947 and there- | 


after 


| 1941-42 


Jan. 24, 1947 and there- 


after. | 
| May 10, 1949 and there- | 
after. | 
To Mar. 7, 1949 


To June 30, 1944 and 
thereafter. 


Request of the Speaker __| 


Request 


at Arms. 
Act of July 26, 1949, (63 | 
Stat. 432). 


Request of the Clerk- 
Request of Hon. J. J. | 


Cochran, B-14909 | 
Sept. 3, 1941. 


| Request of the Speaker 
Request of the clerk 


Request of the clerk 

of the door- 
keeper. 

Request of Hon. Norris 
Poulson. 


1857). 


Act Oct. 9, 1940 (54 Stat.! 





Mr. Paturrs. 
Mr. Frank L. 


When were you created? 
Yates. In 1921. 


Semiannual audits. 


Annual requests usually 
received. 

Special assistance in 
auditing and setting up 
records. 


Annual requests usually 
received. 
Do. 


| Special investigation, 


payrolls. 
Now done by Division 
of Audits. 


Mr. Puriuurps. In other words, you did not do any before 1941, and 
subsequent to that you have done them on request? 
Mr. Exxits. And by statute. 


Mr. Puiuuirs. And apparently now by 
Sergeant at Arms and generally speaking 


these five whose names you have given us. 
Mr. Exuts. That is right. 


HIGHER 


CALIBER OF 


PERSONNEL 


NEEDED BY 


statute in the case of the 
on annual request you do 


GAO 


Mr. Corron. The Comptroller General in his preliminary state- 


ment on page 3 told us that in his opinion, in order to maintain the 
effectiveness of the General Accounting Office for at least the next 
several years, it would be a matter, in round figures, of 6,500 employees 
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that would be necessary. Then you went on and said—with which 
I am sure we agree—that your work required a constantly higher 
caliber of personnel, and it would be necessary to employ a higher 
caliber as fast as you could obtain them and, in your own opinion, 
that would result in economy. 

I just want to get clear in my mind if, as the years go on, you get 
higher caliber employees, does that mean there will be a slight reduc- 
tion in number so that there will be about the same cost of personnel, 
or does it mean you will still have the entire 6,500 and will have a some- 
what increasing expense for personnel? 

Mr. Warren. Of course, that depends on what Congress puts on 
us. It does not mean, as I pointed out, that our present divisions will 
be held as they are now. I can tell you there will be reductions in 
some of our divisions, and correspondingly there will be creases in 
some of them; but this is the first time I have ever made such a state- 
ment before a committee, and I make it after much consideration. 
I do not think we will be able to reduce much below the 6,500 figure 
in the next few years. To go from 14,904 to 6,500 in 5 years I do not 
think has ever been attempted by any other agency of the Govern- 
ment, and it has not been an easy job, I assure you. 

Mr. Corron. I am sure of that. I just wanted to get straight in 
my mind that in all probability, assuming your burden remains about 
the same, there would be a slight increase asked for each vear because 
of the fact you were seeking higher pay for members of this group. 

Mr. Warren. A slight increase in dollars, I would say; yes. 

Mr. Corron. But the point is that probably you could not absorb 
the increased cost of higher paid employees by any reductions in 
number. 

Mr. Warren. I doubt it. I would not want to be committed on 
that. J will do it if I can. 

Mr. Corron. I am sure of that, General. 


EXAMINATION OF MILITARY INSTALLATIONS 


The other question is I think for Mr. Ellis. When you were telling 
us about the examinations in the field of different installations of the 
Government, you said you did examine some military installations? 

Mr. Etuts. Yes, sir. 

Mr. Corron. And, as you examined them, you considered their 
fiscal methods, accounting methods, and the method of conducting 
their business. 

Mr. Extts. That is right. 

Mr. Corton. If in the interest of your public relations you want 
this question and answer to be off the record, it is all right with me. but 
do the military people pay any attention to your recommendations? 
Do they ever pay a bit of attention to what you suggest in the way of 
changes? 

Mr. Euuts. I do not mind its being on the record. There are a 
number of cases where the military, especially the local colonels, as 
far as they can, have their people put into effect suggestions which 
we make. There are other cases, though, where it is just as much 
the other way. I would like to pay tribute to Lieutenant General 
Gerow a year ago as head of an Army corps area. After our people 
had gone over the principal fort under his command rather thoroughly, 
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he sat down with them all one day and we listed a group of 50 or 60 
different. suggestions and criticisms. There were a few he did not 
agree with, but with a number he did. On local items which called 
for collection back from his own people, he called a board of officers 
immediately and had it done, and he sent a memorandum to the 
Second Army area and told his other installations to get their own 
houses in order before our fellows got in there. 

In other areas, however, there are fields where we and the military 
do not get together. There is no reason to keep it off the record, 
because we have been talking about it before other committees. 
There are everywhere dozens of what are called unofficial funds or 
welfare activities, which the military, as a matter of policy, do not 
regard as part of our business to report on to the Congress. I refer 
to income received from a dozen different types of local activities on 
military bases. 

After quite extensive discussions, we sent to the Senate Expenditures 
Committee last June—and right now are bringing it up to date— 
a report on that subject. 

Mr. Corron. You mean in some of this business the military has 
not been cooperating? 

Mr. Exuis. That is one; and in certain of their concessions, that is 
the case. For example, at a nearby post—I do not like to put down 
the exact spot, but it is not far away—a community of about 30,000 
or 40,000 population, all military, no other population on the post— 
there is a very thriving garage in there which a concessionaire is 
operating privately—not by military personnel. It is kept in a 
separate account. Uncle Sam does not see any of that; Congress does 
not see any of that; and the Treasury does not see any of that. 

At the same time, there are three dry-cleaning places operating in 
the same way. Dry cleaning is a hazardous business. The building 
burned down. Can you imagine the dry-cleaning operator rebuilding 
it? No, indeed. The Army rebuilt the building, and it is back in 
use by the dry-cleaning outfit. 

That is the sort of income I am talking about. That income does 
not come into the Treasury. 

Mr. Corton. What becomes of the money? 

Mr. Exuis. It goes into various sorts of local recreational, welfare, 
and special reserves for their expenditure. It may go in for the bene- 
fit of officers’ clubs, enlisted men’s clubs, and all types of local expendi- 
ture. Bear in mind I am not suggesting that anybody steals. I do 
not suppose they do, but we are not allowed to look. We have been 
physically excluded from some places, including one Navy location 
where they put us in the brig for trying. In this one field we do not 
get along, because we think they are public funds, public records, and 
we should look at them. But the military for 25 years have thought 
otherwise. 

Mr. Corron. I have had complaint from a commissioned officer— 
not a very high ranking one—a resident of my district, about the fact 
that in their officers’ club they maintained they had some rather lucra- 
tive slot machines and, after they had gotten pretty well filled up with 
money, most of the officers were suddenly transferred—all except a 
few high ranking ones—who walked off with the proceeds. Did you 
find anything like this? 

Mr. Ents. As I say, we are not allowed to go in and see where they 
go. 
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COOPERATION RECEIVED FROM THE MILITARY 


Mr. Corton. But, on the whole, is the cooperation that you receive 
from the military in response to suggestions as high as the cooperation 
of civilian departments to which you make recommendations or 
suggestions? 

Mr. Exuis. I would not say as high as the cooperation of civilians. 
After all, the local colonel is the commander. Where we go into a 
military post and complain about the amount of appropriations spent 
for the benefit of unofficial welfare and recreational activities, when 
we question that, the local commander will merely say that is a com- 
mand prerogative. What we have to decide in effect is; is that right? 


AUDIT OF OVERSEAS EXPENDITURES 


Mr. Tuomas. I have just one or two questions, General. 

How much money is it going to take for you to do your overseas 
work? As you well know, we have been spending a good many billions 
of dollars overseas for the last 5 years, and the 1953 budget calls for 
the expenditure of $10.5 billion. Heretofore the committee has been 
given to understand you have not had an opportunity or have not had 
a look-see at the expenditure of those funds overseas. 

Mr. Warren. Of course, we are auditing the vouchers as they come 
in; but we have never had any look at it overseas. 

Mr. Tuomas. There is no substitute for a look-see. 

Mr. Warren. That is correct; and I want you to remember the 
reason we are asking for more travel today is specifically for a site 
and comprehensive audit. 

Mr. Tuomas. How much is it going to take to do the job overseas 
that you intend to do? 

Mr. Warren. We are asking you for the offices in Europe and in 
Japan a total of $350,000 for salaries and $150,000 for travel. 

Mr. Tuomas. When are you going to get started in Europe? That 
is where the big money is spent. 

Mr. WarrREN. Our idea is that we can take care of this situation 
without any deficiency. for the remainder of this fiscal year, but, of 
course, it would be absolutely impossible for us to make any real 
start without an additional appropriation. The plan is sometime— 
by the first week in February, if possible—we are going to send out a 
survey team. 

Mr. Tuomas. To Europe? 

Mr. Warren. To Europe. 

Mr. Tuomas. That covers ECA and what we call the Bonn Govern- 
ment? 

Mr. Warren. Yes. 

Mr. Tuomas. And also military expenditures? 

Mr. Warren. Yes. I will let Mr. Westfall take it up from there. 

Mr. THomas. You have told us enough if you just do that. And 
you are going to do those things? 

Mr. Westrauu. Yes. ECA has top priority. 

(Discussion off the record.) 
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REIMBURSEMENTS TO OTHER AGENCIES 


Mr. Frensy. Mr. Thomas, may I make one correction? You 
asked me if we have paid any other agencies for services. I said 
“No.” We do pay General Services for ‘telephone service in our new 
building. 

Mr. Tuomas. How much have they charged you? 

Mr. Freenry. We have had two bills only, and we paid $5,000 on 
each. It runs about $50,000 or $60,000 a year. 


NUMBER ON PAYROLL 


Mr. Tuomas. What was the number of people you had on your 
payroll, say, as of January 1 or January 15? 
Mr. Feeney. 6,773 on January 15. 


N ATIONAL ADVISORY COMMITTEE FOR AERONAUTICS GROWTH 


Mr. Tuomas. One of the most important agencies of the Govern- 
ment, the committee thinks, is the National Advisory Committee for 
Aeronautics. It is a research institution doing pure and applied 
research for the aeronautical industry but of primary value to the 
Army, Navy, and Air Force. For the last 10 years that agency has 
mushroomed and mushroomed and mushroomed to the extent that 
they now want 8,600 employees. They are scattered from the Pacific 
coast to the Atlantic, with one laboratory in Virginia, one in California, 
one in Cleveland, and with a central office here. A good many in 
Congress are becoming restive over the volume of Government expen- 
ditures for scientific investigation and research. This committee has 
always gone along and favored it—and not merely gone along, but 
we have in a good many instances blazed the trail of helping out in 
that field. But we have had the feeling that NACA, perhaps, has 
overexpanded because it is under tremendous pressure from the Army 
and Navy and private industry in the aeronautical field to drive ahead 
with these experiments. And in war it is a war agency. 

We have requested investigations into the efficiency of other agen- 
cies from time to time and we are now asking the General Accounting 
Office to undertake a comprehensive survey and investigation of 
NACA with a view to ascertaining whether there is any overstaffing, 
how they are utilizing their manpower, and so forth. We do not make 
that suggestion to you with the slightest idea of any evil or any mis- 
appropriation or anything else immoral; it is just a straight-out bus- 
iness proposition, where you have a big agency scattered from corner 
to corner and each one necessarily doing some type of duplication of 
what occurs in the other. 

The other objects of expenditure, namely, expenditures for supplies 
and materials and other contractual services and equipment, run in 
the neighborhood of about $16 million a year. 

Would you have a chance to take a full look-see, with the idea not 
of hurting that very important organization, but to look at it and see 
if we are getting dollar for dollar for the money we put in and with the 
idea of strengthening it rather than hurting it? 

Mr. Wesrratui. We can do that, but I have one question there. 
If you would like to have that report in time for the next appropriation 
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hearing, we would staff up on that basis. If you would like to have 
it sooner, of course, we would then be in the position where we would 
have to pull staff off other jobs. 

Mr. THomas. We want you to take your time and do a 
job and do it in cooperation with those people. They have nothing 
to hide. If there are any errors that have been made, they are 
errors of the head and not of the heart on their part. They are fine 
public servants—scientists, businessmen, Army and Navy representa- 
tives, Commerce, and several other Government agencies. 

Mr. Westrauu. We will have a report for you on that agency before 
the next appropriation hearings, if that will be satisfactory. 

Mr. Tuomas. Thank you, gentlemen, very much. It is always a 
pleasure to see you. 


‘ood 


WEDNESDAY, JANUARY 23, 1952. 


FEDERAL POWER COMMISSION 


WITNESSES 


THOMAS C. BUCHANAN, CHAIRMAN 

NELSON LEE SMITH, COMMISSIONER 

EARL F. SECHREST, BUDGET OFFICER 

FREDERICK C. MOORE, ASSISTANT CHIEF, DIVISION OF BUDGET 
AND FINANCE 

BRADFORD ROSS, GENERAL COUNSEL . 

WILLARD W. GATCHELL. ASSISTANT GENERAL COUNSEL 

MELWOOD W. VAN SCOYOC, ASSISTANT CHIEF, BUREAU OF AC- 
COUNTS, FINANCE AND RATES 

EDGAR 8S. COFFMAN, CHIEF, DIVISION OF RATES 

FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER 

MARION F. HETHERINGTON, ASSISTANT CHIEF, BUREAU OF POWER 

WILLIAM R. FARLEY, CHIEF, DIVISION OF LICENSED PROJECTS 

FRANK L. WEAVER, CHIEF, DIVISION OF RIVER BASINS 

JULIAN B. TURNER, CHIEF, DIVISION OF PERSONNEL AND AD- 
MINISTRATIVE SERVICES 


SALARIES AND EXPENSES 


Amounts available for obligation 





1951 actual 


1952 estimate 


1953 estimate 





Appropriation or estimate 
Proposed supplemental due to pay increases 


Reimbursements from non-Federal sources. ------_- Scicdive cain 


Reimbursements from other accounts 


Total available for obligation 
Unobligated balance, estimated savings 


EE DETTE Lh ER NM as Diet! eae 
Comparative transfer from “Flood control surveys, Federal 
Power Commission”’ 


Total obligations 


$3, 890, 300 


"9,877 
34, 067 


$3, 805, 325 
275, 000 


87, 000 





3, 933, 944 
—60, 699 


4, 167, 325 





3, 873, 245 
315, 833 


4, 167, 325 
215, 000 








4, 189, 078 





4, 382, 325 





4, 574, 000 





Note.—Reimbursements from non-Federal sources consist of payments from States and municipalities 


for services rendered by staff members under provisions of Federal Power Act (16 U. 8. C. 824h) and Natural 


Gas Act (15 U. S. C. 717p). 
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Obligations by activities 





Description 


1951 actual | 1952 estimate | 
| 


1953 estimate 





. Licensing of non-Federal hydroelectric projects 
2. Regulation and surveys, electric power industry. 
3. Regulation and surveys, natural gas industry 
. Investigations relating to Federal river development proj- 
MIG Ewk Poa h oe dink one ieddank «4-bibiguiide dncunbdeknodade 
5. International Joint Commission 
}. Administration 


$647, 989 
1, 224, 711 


4, 189, 078 | 





| 

1, 418, 683 | 

476, 349 | 
7,510 | 

413, 836 | 


$706, 000 
1, 297, 325 
1, 582, 000 


334, 000 
8, 000 
455, 000 


4, 382, 325 1 





$706, 000 
1, 297, 000 
1, 739, 000 

369, 000 
8, 000 

455, 000 
i Y 574, 000 





Obligations by objects 





Object classification 


| | 
1951 actual 1952 estimate 


1953 estimate 





rotal number of permanent positions... 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedvle grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions-_ 
Part-time and tem»orary positions. 
Regular pay in excess of 52-week base 
Payment above basic rates..............-.-.-.-.-...-- 


Total personal services 

Travel__ 
Transportation of things. 
Communications services - -- 
Rents and utility services.......____. ae 
Printing and re »roduction 
Other contractual services - _ _ - 

Services performed by other agencies. 
Supplies and materials_. 
Equipment _- 
Taxes and assessments. 


WereneeNNeNB ES Se oS 2s ee eR 


767 





1 
722 








$5, 486 
GS-8.1 


GS-8.0 











4, 189, 078 | 


me 005 
17, 248 
15, 747 
1, 000 


$4, 035, 752 
0, 








3, 937, 000 
236, 000 


2, 000 
27, 700 
21, 100 
68, 500 
19. 300 

3, 600 
46, 025 
17, 900 

3, 200 


pred 382, 325 





4, 574,000 





Analysis of expenditures 





1951 actual 


1952 estimate 


1953 estimate 





Unliquidated obligations, start of year 
Obligations incurred during the year 


Reimbursable obligations 

Unliquidated obligations, end of year - 

As ustment in obligations of prior years _-...--....- 
bligated balance carried to certified claims account 


Total expenditures 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations _- 
Out of anticipated 1952 supplemental for pay increases - 


$286, 230 
3, 873, 245 


$305, 052 
4, 167, 325 


$305, 377 
4, 574, 000 





4, 159. 475 


43, 644 
305, 052 


4, 472, 377 


4, 879, 377 
34, 000 























Mr. Tuomas. Gentlemen, we have with us this afternoon the 


Federal Power Commission. 


It is nice to see our new Chairman, Mr. Buchanan. 


your staff are always welcome. 


friend, Dr. } 


You and 


And we have our old and steady 
Nelson Lee Smith, Commissioner; Mr. Sechrest, budget 
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officer; Mr. Moore, Assistant Chief, Division of Budget and Finance; 
Mr. Ross, general counsel; Mr. Gatchell, assistant general counsel; 
Mr. Van Scoyoc, Assistant Chief, Bureau of Accounts, Finance, and 
Rates; Mr. Coffman, Chief, Division of Rates; Mr. Adams, Chief, 
Bureau of Power; Mr. Hetherington, Assistant Chief, Bureau of Power; 
Mr. Farley, Chief, Division of Licensed Projects: Mr. Weaver, Chief, 
Division of River Basins; and Mr. Turner, Chief, Division of Per- 
sonnel and Administrative Services. 

Gentlemen, it is nice to see you all. We want to wish you a happy 
new year. It might be a few weeks late, but the sentiment is still 
there just the same. 

Mr. Chairman, if either you or Mr. Smith or any other member 
of your staff has a statement for us, we will be glad to listen to you 
as long as you want to take, provided it is not over 2 hours. 

*Mr. Bucuanan. I think that will suit us, likewise. 


GENERAL STATEMENT 


My name is Thomas C. Buchanan. 1am Chairman of the Federal 
Power Commission. I appear before this committee, as do the other 
commissioners and staff members present, in support of the Federal 
Power Commission’s budget estimates for 1953. 

Mr. Tuomas. If I may interrupt you, I have a letter from your 
colleague, Mr. Wimberly, who called me over the phone the other day. 
Due to some illness in his family, I believe, he is not able to be here, 
and he wanted to go on record as supporting this budget. Of course, 
1 told him we would be glad to hear him, but I did not want to get too 
strong a recommendation for the exact amount. But anyway he 


said, ‘I cannot give that answer, but I want to go on record as advising 
you I have studied this budget in every detail, helped to compile it, 
and it is 100 percent correct.”’ I won’t put all of his words in there, 
because he was even stronger than my words that I just used. But 
there is his letter, and we will put it in the record at this point. 

Excuse me for interrupting. 

(The letter above referred to is as follows:) 


FepERAL PowEeR ComMISssION, 
Washington, January 21, 1952. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, ~ 
House Committee on Appropriations, Washington, D. C. 


Dear Mr. CHarrRMAN: I regret I will be unable to attend the hearings on 
Wednesday, January 23, on the Federal Power Commission budget proposals for 
fiscal year 1953. 

I want to take this opportunity, however, to advise your committee that I am 
wholeheartedly in accord with the budget estimates that will be presented. I 
have studied the problem carefully and I am convinced the amount of money 
requested is a bare minimum the Federal Power Commission will need to perform 
the essential statutory work prescribed by the Congress. 

My views are expressed in this manner because I want you and your com- 
mittee to know that I regard these budget requests of utmost importance to the 
efficient operation of this Commission. 

With kindest regards, I am, 

Sincerely, 
HARRINGTON WIMBERLY, 
Vice Chairman. 





543 


Mr. Bucnanan. I might add at this point that Commissioner 
Draper could not come up, either, and I think he voices the same 
opinion that Mr. Wimberly does. 

Our request totals $4,540,000 which is $223,675 more than the 
a emeat for the current year as adjusted by the costs of Public 

aw 201. 


LICENSING OF NONFEDERAL HYDROELECTRIC PROJECTS 


We request $706,000 for licensing of non-Federal hyrdoeleetric 
projects, which is the same amount as is allocated to that activity 
during the current year. This activity embraces the functions with 
which the Commission is charged by part I of the Federal Power Act 
and, as the committee is aware, is self-sustaining as a result of annual 
charges for administration. At the start of the current year we had 
a large backlog of 193 license applications but with funds now avail- 
able and requested for 1953 we will be able to do little better than 
keep pace with the rate of filing of new applications of about 110 per 
year. Optimum performance would require that the backlog be 
reduced by about 120 cases but we have not so provided, in accordance 
with the announced policy of restricting expenditures even with the 
knowledge that operations wil! be curtailed and backlogs created or 
maintained thereby. 


REGULATION AND SURVEY, ELECTRIC POWER INDUSTRY 


We request $1,297,000 for regulation and surveys, electric power 
industry. That request is $325 less than this year’s allocation to that 


activity. We anticipate a doubling of the rate case workload in the 
budget year and necessary increases in power requirement and supply 
studies and gathering, analysis, and publication of basic data, both 
occasioned principally by the demands of defense agencies. To com- 
pensate for these increases reductions were made in other functions. 


REGULATION AND SURVEYS, NATURAL-GAS INDUSTRY 


We request $1,739,000 for regulation and surveys, natural-gas indus- 
try, which amount is $157,000 greater than this year’s allocation. 
Two-thirds of the increase is for application to gas rate case work. 
Suspended gas rate increases awaiting final Commission action now 
total over $100,000,000 per year, and the trend of increased filings of 
higher rates is expected to continue into next year. So seriously does 
the Commission consider this situation, it now has before the Bureau 
of the Budget a request for supplemental funds for the current year 
which will permit us to employ additional staff, up to the proposed 
1953 level, 3 months in advance of the start of the fiscal 1953. 


INVESTIGATIONS, FEDERAL RIVER-DEVELOPMENT PROJECTS 


Our request for investigations relating to Federal river-development 
projects totals $369,000 or $35,000 more than is allocated for the 
current year, but still a reduction of 35 percent from 1951 expendi- 
tures. Again this will not permit us to handle all of the workload 


93850—52—pt. 1——-35 
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expected, but announced budget policies. were observed in restricting 
our request to the amount stated. It will be recalled that the Congress 
drastically reduced funds for this purpose under ‘Flood control sur- 
veys”’ this year ($351,700 appropriated in 1951 against $200,000 in 
1952). That action severely limited our ability to keep pace with the 
constructing agencies or, rather, the investigating agency, on such 
activities. 
INTERNATIONAL JOINT COMMISSION 


We have kept International Joint Commission’s costs, $8,000, and 
the cost of administration, $455,000, both at this year’s levels. 


PERSONAL SERVICES 


Personal services account for 88.8 percent of the total obligations 
estimated for 1953. The amount, $4,063,000, represents an increase 
of $126,000 and will provide for the filling of 21 more of the existing 
approved positions—not the creation of new ones—and an increase 
in average employment of 22 man-years. 

The 21 additional permanent positions to be financed are at an 
average salary of $4,828 as compared with the over-all average of 
$5,464. This is an indication that higher-salaried personnel are not 
available within governmental price range at this time, and we may 
have to turn to the lower and less-skilled echelons for the additional 
manpower. Of course, this situation may change. 

The strength estimated for 1953 is the bare minimum with which 
the Commission considers it can perform only the more pressing of its 
statutory activities at the lowest rates consistent with the public in- 
terest. As is more full explained in the justification by activities, to 
do even this within the total amount requested, it has been necessary 
to curtail many activities in order to shift emphasis to currently more 
pressing matters. In the present fiscal year, and to a greater degree 
in the budget year, the Commission has determined that considerably 
increased effort of the staff is required on rate regulation, both electric 
and gas, and on the processing of applications for certificates of con- 
venience and necessity for natural gas facilities. These three functions 
alone will require an additional 32.6 man-years in 1953. However, 
that increase, together with other minor essential increases aggregating 
9.6 man-years, has been partially offset by several decreases in other 
functions totaling 20.3 man-years. 

At this point, it might be interesting to note the comparison of the 
data on the latest payroll for the period ending January 5, 1952, with 
that of the corresponding payroll ending January 6, 1951. This com- 
parison is as follows: 

Data on latest payroll 


Number of employees paid (payroll ending Jan. 5, 1952) 
ARS OP RN So ee aak 5 Sik ee ek eet uss _. $158, 087 


Data as of 1 year ago 


Number of employees paid (payroll ending Jan. 6, 1951) 
Amount of payroll $140, 421 
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It is also interesting to note that at the end of the fiscal year June 
30, 1951, the number of employees, 744, was identical with that on 
the payroll on January 6, 1951, above mentioned, and it is between 
July 1, 1951, and January 1952, that the payroll has dropped to 711. 
During this entire period we have experienced one of the heaviest 
workloads in Commission history. Furthermore that workload 
shows little if any signs of lightening. 

I might add at this point, also, that in 1949 we had‘an average 
payroll or personnel of, I think, 817. So, it indicates a drop from 
817 in 1949 down to 711, and still we have the heaviest workload in 
our history. 

A further interesting comparison is that for the fiscal year ending 
June 30, 1940 (the last full year before the impact of World War II), 
the total personnel equaled 783.3 man-years, as compared with 
738.2 man-years for the fiscal year ending June 30, 1951. In the 
interim, the Natural Gas Act was amended so that it became really 
effective from a regulatory approach.. A comparative statement of 
man-years by activities shows, under the heading “Certificates of 
public convenience and necessity,” under the Natural Gas Act, for 
June 30, 1940, 3.7 man-years and for June 30, 1951, 110.7, reflecting 
the tremendous upsurge in that phase of the Commission’s activities. 
In other words, we are performing our activities as of this date with 
a lower manpower ratio than before the war. 

Furthermore, while we are not classified as a defense agency, and 
lack that budget and personnel advantage, nevertheless, we feel 
drastically the impact of defense activity and inflation on our work- 
load and manpower. We are continually losing personnel to classified 
defense agencies or to private industry. 

In conclusion I should like to suggest that the increased staff re- 
quested, 21.9 average positions, is most modest in the light of exist- 
ing conditions. Almost all of it relates to gas rate cases. As has 
been brought out in the past, we are caught between forces beyond 
our control. While appropriations remain about static or are de- 
creased, the workload increases uncontrollably and salaries and other 
costs increase steadily, so that we have experienced an inexorable 
decrease in the ratio of manpower to workload. Of course, some in- 
crease in efficiency can be expected, and is experienced, and eventu- 
ally the effect will be felt of recent changes in leave laws. But, these 
factors fall far short of offsetting the factors working against us. 

That concludes my general statement, Mr. Chairman, and [ offer 
myself, other members of the Commission and the staff for amplifi- 
cation of our request to the extent you desire. 

Mr. Tuomas. Thank you, Mr. Chairman. That is a very nice 
statement and very much to the point. 

Let me summarize briefly your activities. Your activitirs are 
broken down into five heads, namely, (1) licensing of non-Federal 
hydroelectric projects; (2) regulation and surveys, electric-power in. 
dustry; (3) regulation and surveys, natural-gas industry; (4) investi- 
gations relating to Federal river development projects; and (5) Inter- 
national Joint Commission; is that correct? 

Mr. Bucuanan. That is correct. 
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COMPARATIVE SUMMARY OF ESTIMATED OBLIGATIONS 


Mr. Tuomas. At this point, Mr. Reporter, I wonder if you will be 
good enough to insert in the record the table on page 3? 
(The matter referred to is as follows:) 





Fiseal year 
1952 





Services, supplies, and materials: 
I ca Si cance Ca dawinondennbed 
Travel__ 
Transportation of things 
Communication services... ........-.-...-...--.-..-.-.-- dap -Babehee 
Rents and utility services 
Printing and reproduction.__- 
Other contractual services... - 
Supplies and materials 





Equipment.___.__._-- singh dalled ci cWo vGhcbwitaonmcok 

Grants, subsidies, and contributions: Payments to States................-.-. 

— and assessments: Payments under Federal Insurance Contributions 
ct_- 


4, 421, 899 














PERSONAL SERVICES 


Mr. Tuomas. For the fiscal year 1952 you had $3,937,000 for per- 
sonal services, and for the fiscal year 1953 you want $4,063,000. 

For the fiscal year 1952 you have here in man-years 722.4, and you 
increase it up to 744.3 for 1953, which is an increase of 21.9 man-years, 
which is about 25 or 26 jobs, is that correct? 

Mr. Bucuanan. I believe that is correct. That is individual per- 


sonnel, about 21.9. 

Mr. Tuomas. What was your cost of the salary increase last year? 

Mr. BucuaNnan. $290,000, was it not, Mr. Sechrest. 

Mr. Securest. The over-all cost is $312,000. 

Mr. Tuomas. How much did you absorb, and how much do you 
intend to ask for in a deficiency? 

Mr. Securest. The record before the committee reflects a $290,000 
increase, of which $275,000 is regular appropriation, and $15,000 
flood control. However we have pending before the budget a request 


for the full amount of the pay increase due to the present condition 
of our workload. 


Mr. Tuomas. $320,000? 
Mr. Securest. Yes. 
Mr. BucHanan. It is $321,000 actually. 


FLOOD-CONTROL SURVEYS 


Mr. Tuomas. Now, I notice that the language for your flood- 
control surveys has been stricken from the budget this year, and it is 
commingled with your salaries and expenses, is that correct? 

Mr. Securest. That is correct. 

Mr. Tuomas. How many people did you have doing that work in 
1952? 

Mr. Securest. In 1952 and at the present time I think we have 
30 employees on the flood-control payroll. 

Mr. Tuomas. How many were appropriated for? 

Mr. Securest. That is approximately the number. 
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Mr. Tuomas. It was more than that, was it not? Can you put 
your finger on that figure for 1952 right quick? 

Mr. Moore. | believe the gross figure contemplated was 32. There 
are few lapses in that appropriation. It is 32 gross and 30 net. 

Mr. Tuomas. For 1952? 

Mr. Moore. Yes; I believe that is correct. It is consolidated in 
the estimates before you. 

Mr. Tuomas. You make no separate showing for that division at 
all in your 1953 budget. 

Mr. Securest. No, sir; we have asked for a consolidation of the 
two appropriation items, the reasons for it being several, including 
that the technical work itself'is very much intermingled. 

Mr. Tuomas. You set out in detail your five big activities, but you 
say nothing about that one. I was just wondering what became of 
those people. I had an idea it: was about 40 employees. I just 
wondered what became of them. : 

Mr. Securest. It is included in the activity of investigations 
relating to Federal river development projects, the fourth category. 

Mr. Tuomas. That is where they are absorbed? 

Mr. Securest. That is where they are absorbed; yes, sir. 

Of the total funds you see estimated for 1953, $369,000, about 
$235,000 of that amount represents former flood control funds. 


WORKLOAD AND NEEDS FOR RIVER BASIN AND PROJECT STUDIES 


Mr. Tuomas. Well, you jump that investigations figure from 135 
in 1952 to 160 in 1953. That is perhaps the least important in these 
pressing times we are living in now of all your activities, the most 
unimportant, and I say unimportant in the sense that that work could 
be deferred to some other time. 

Mr. Securest. The estimate we have submitted does not provide 
for all of the work contemplated by the constructing agencies. The 
funds estimated here we figure would provide for only about 80 percent 
of the work that would come to us. 

This committee last year approved an estimate of $314,700 for that 
work. If you recall it was cut on the floor of the House by $114,700, 
I think, even after the committee approved it, and now when we bring 
out here that we are only asking for $235,000, against the amount of 
$314,700 which was allowed last year, I think that shows that there is 
a definite curtailment. 

ACTIVITIES 


Mr. Tuomas. One of your big activities deals with regulation and 
surveys of the electric power industry. Your largest activity is the 
regulation and surveys of the natural gas industry. 


PERSONNEL BY ACTIVITY 


For the gas industry you want to jump from 245 man-years in 1952 
to 273 for 1953, and for the electric power industry you want to go 
from 219 man-years down to 215 in 1953, is that correct? 

Mr. Securest. Yes, sir; that is correct. 

Mr. Tuomas. Mr. Reporter, I wonder if you will at this point insert 
in the record the very fine table on page 14 which gives the entire 
picture. Rather than taking the separate activities one by one and 
putting them in the record, it will suffice with that table. 

(The matter referred to is as follows:) 
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Mr. Tuomas. Mr. Buchanan, the chairman here, has made a very 
comprehensive statement and it covers the activities and the high 
lights very well. 

JUSTIFICATION BY OBJECTS 


At this point, Mr. Reporter, will you follow that with pages 124 
through 129? 

(The matter referred to is as follows:) 
Personal services 


Personal services account for 88.8 percent of the total obligations estimated 
for 1953. The amount, $4,063,000, represents an increase of $126,000 and will 
provide for the filling of 21 more of the existing approved positions—not the 
creation of new ones—and an increase in average employment of 22 man-years. 

The 21 additional permanent positions to be financed are at an average salary 
of $4,828 as compared with the over-all average of $5,464. This reflects the 
Commission’s desire to bring employees in at lower levels and promote from with- 
in wherever it is feasible to do so. 

As in prior years no separate provision has been made for the cost of statutory 
within-grade advancements or lump-sum leave payments, since it is expected that 
such costs will be absorbed through lapses. 

Provision was made in the estimates for an estimated saving of approximately 
$70,000 due to lower accumulations of annual leave as a result of changes in leave 
laws enacted during the last sesssion of Congress. 

The strength estimated for 1953 is the bare minimum with which the Commis- 
sion considers it can perform only the more pressing of its statutory activities at 
the lowest rates consistent with the public interest. As is more fully explained in 
the justifications by activities, to do even this within the total amount requested, 
it has been necessary to curtail many activities in order to shift emphasis to cur- 
rently more pressing matters. In the present fiscal year, and to a greater degree 
in the budget year, considerably increased effort of the staff is required on rate 
regulation, both electric and gas, and on the processing of applications for certifi- 
cates of convenience and necessity for natural-gas facilities. These three func- 
tions alone will require an additional 32.6 man-years in 1953. However, that 
increase, together with other minor essential increases aggregating 9.6 man-years, 
has been partially offset by several decreases in other functions totaling 20.3 
man-years. 


Travel 


The estimates provide $270,000 for travel, or $34,000 over current allotments 
but only $23,000 more than the appropriation limitations for the current year. 
The increased amount is required to cover the cost of travle incident to addi- 
tional field examinations necessitated by the uncontrollable increase in rate 
regulation work, and action upon applications for certificates of convenience and 
necessity. 
Transportation of things 


Of the $3,000 requested, approximately $2,000 represents normally recurring 
costs incident to shipment of supplies, working papers, and equipment to and 
among field employees, and transportation costs in connection with supply and 
equipment purchases. 

The other $1,000 is to provide for possible transfer of household goods for one 
or more employees who may be transferred between regional offices due to shifts 
in emphasis on activities of the several offices. 


Communications services 


The estimate for communications services, $28,000, is but $300 more than is 
estimated for the current year. The increase of slightly more than 1 percent will 
provide for an estimated increase in use of telegraph and long-distance telephone, 
less savings to be effected through curtailment of some services or resort to less 
costly forms of service. 

The $28,000 includes regular basic charges, as well as long-distance calls and 
telegrams, for the Washington office and the five regional offices. 
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Rents and utility services 


The 1953 estimate, $21,100, is the same amount as is allotted for 1952. It 
covers the rental of IBM equipment used in compilation of statistical information 
concerning the electric power and natural gas industries and, to a minor degree, 
the preparation of payrolls and occasional special statistical analyses. 


Printing and reproduction 


The $77,300 estimated for 1953 is an increase of $8,800 over the amount ex- 
pected to be obligated in the current fiscal year. 

The principal increase is in the amount of $6,100 which covers new editions of 
uniform systems of accounts for both electric utilities and natural gas companies 
and reprints of the Federal Power and Natural Gas Acts. 

An additional $1,500 has been estimated for printing legal briefs and $1,000 
additional cost for recurring statistical reports. The volume of Federal Power 
Commission reports (opinions and decisions of the Commission) to be printed in 
1953 is estimated at $1,000 higher in view of the past few years’ experience. 

Partially offsetting these and other minor increases are reductions in estimates 


for miscellaneous reproduction services, principally ordered by regional offices, in 
the amount of $2,500. 


Other contractual services 


The $3,600 requested for services performed by other agencies is the same as 
for 1952. It covers transfers of funds for expens’s, other than personal services, 
incurred by other agencies in the inspection of licensed non-Federal hydroelectric 
projects for the Commission. ‘ 

Other funds under this object class are estimated at $22,000 for 1953 or an in- 
crease of $2,700 over 1952 requirements. The increase covers increased cost of 
contract clerk hire in the field on specific assignments at rates of $1 or $1.25 per 
hour. It is becoming increasingly difficult to obtain competent help at the lower 
rate which accounts, in part, for the increase requested. In addition, greater 
need for field clerk hire is anticipated in 1953 due to the increase in field activities 
in connection with rate work and certificate work. 

This categorv of expense also includes repairs to office furniture and equipment, 
certain office alterations, repairs to vehicles, storage, etc. 


Supplies and materials 


This object class reflects an increase of $5,975 over 1952 obligations. It 
includes common use items of office supplies to be stocked for reissue, supplies and 
materials for the duplicating plant, a portion of the library stock replenishment, 
and some supplies ordered occasionally for direct delivery to organizational units. 

The increase, while accounted for in small part by the increased level of activity 
anticipated in 1953, primarily is required to replenish stocks which are becoming 
low and unbalanced due to lack of funds in the current year, when over $11,000 
less is expected to be used for supplies than was used last fiscal year. 

Equipment 

The $30,000 required for equipment includes provision for some library stock 
(about $2,500) and two motor vehicles ($2,000) for replacement. 

Principally, however, it is for the purchase of office machines and equipment, 
mostly for replacement of obsolete equipment now on hand which, while in use 
from time to time, requires excessive maintenance and repair expenditures. 

Illustrative of the state of one equipment inventory is the fact that we could 
replace the maximum number (10 percent) of typewriters permissible under 
Bureau of the Budget standards both in 1952 and in 1953 and the average of all 
typewriters on hand would still be well above the Bureau’s age standard for 
replacement. Similar conditions prevail with respect to much of our adding and 
calculating machine inventory. 

Much of the equipment in the Commission’s duplicating plant has long since 
been fully depreciated, according to the standards of the Joint Committee on 
Printing. Replacement has been deferred solely due to lack of sufficient funds 
for these and other pressing equipment needs. 

In addition, a new bookkeeping machine should be purchased. The machines 
on hand, in daily use for appropriation and receipt accounting, are subject to 
repeated breakdowns and inaccuracies which should not be tolerated in the 
maintenance of important fiscal accounts. 
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Taxes and assessments 


This item covers the Commission’s contribution, as an employer under the 
Federal Insurance Contributions Act, of 1 percent of the first $3,600 earned in 
an peek by an employee subject to the act. 

ile there are no precise means available for forecasting requirements for this 
purpose, since they depend upon whether employees acquired will be eligible for 
civil-service retirement or social security, the $4,000 estimated for 1953 provides, 
at average salary rates, for 10 percent of net strength to be under the social-security 
provisions and 90 percent subject to civil-service retirement. 


OTHER OBJECTS 


Mr. Tuomas. You have $270,000 for travel for 1953, which is 
$34,000 over the current allotments, but only $23,000 more than the 
appropriation limitation of the current year. For transportation of 
things you have $3,000, which is an increase of $1,000 over 1952. 

You also increased communication services, printing and reproduc- 
tion, and other contractual services. Equipment goes from $19,274 
to $31,800. Your payments under Federal Insurance Contribution 
Act increased from $3,200 to $4,000. Why the increase of $800 when 
you are only seeking approximately 25 additional employees? 

Mr. Securest. That figure is very speculative. It would not only 
cover new employees we might appoint, but others that were brought 
in on a temporary basis, subject to social security instead of the 
Retirement Act. In other words, the replacements may fall in that 


category. 

Mr. Pichia Would that not apply to those you have on the pay 
roll in 1952? 

Mr. Securest. Well, it applies to some of them to the extent that 
we estimate the contribution at $3,200 this year, and an increase of 
$800 for 1953. 

Mr. Tuomas. Other contractual services jump from $22,900 to 
$25,600. Printing and reproduction increases to $77,300 for 1953 
against $68,500 for 1952: 

The principal increase is in the amount of $6,100 which covers new editions of 


uniform systems of accounts for both electric utilities and natural gas companies 
and reprints of the Federal Power and Natural Gas Acts. 


SERVICES PERFORMED BY OTHER AGENCIES 


On your other contractual services, $3,600 is requested for services 
performed by other agencies, the same as in 1952. 

How much money did you spend in 1952 for services performed by 
other agencies? 

Mr. Srecurest. There are only two agencies that we make transfers 
to, the Office of the Chief of Engineers and the Forest Service. There 
is one other that we reimburse, the State Department. We reimburse 
them $1,000 for health service they give us. 

Mr. Tuomas. You say the Forest Service, the Office of the Chief of 
Engineers, and the State Department? 

Mr. Securest. That is correct; those three. 

Mr. Tuomas. What does that amount to in dollars and cents? 

Mr. Securest. It amounts to around $3,500 to $4,000, and $1,000 
to the State Department for reimbursement for health service. To 
the other two agencies it is for nonpersonnel expenses in making 
inspections of licensed projects where our regional offices are not 
conveniently located to make those inspections. 
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WORK PERFORMED FOR OTHER AGENCIES 


Mr. Tuomas. How much work did you do for other agencies? 
a SecureEst. This year we are doing quite a considerable amount 
of it. 

Mr. Tuomas. For whom, and how much do you charge them? 

Mr. Sxcurest. I have it right here, sir. As shown in the budget 
before you, I think $87,000 is the amount of repays. 

Mr. Corton. What is that? 

Mr. Securest. Repays. 

Mr. Corron. What page is the information on in these justifica- 
tions? 

Mr. Securest. It is in the workload table as a deduction. It is 
broken down between activities. I am going to state for the record, 
if it is satisfactory, whom we are doing it for, and what the studies 
are. 

Mr. Tuomas. Yes, that would be the first time it is in the record; 
go ahead. 

Mr. Securest. Well, three of the studies and surveys we have in 
here are for the Air Force, totaling $64,900. The three are classified 
studies; number one with no title on it; number two is a classified 
transmission study; number three is also a classified transmission 
study; and a fourth one, which is not classified, we are doing fcr the 
Air Force under the sponsorship of the Bureau of the Budget, and it 
is a study of the capacity and capital structure of the whole power 
industry for a total estimated reimbursement of $20,100. 

Mr. Tuomas. What is the total for those? 

Mr. Securest. Up to that point the total is $85,000. 

Mr. THomas. Three for the Air Force and one for the Bureau of 
the Budget? 

Mr. Apams. The latter is a project as an agent for the Air Force. 

Mr. Tuomas. That is four projects to the tune of how much? 

Mr. Securest. $85,000. 

Mr. Tuomas. Are there any more? 

Mr. Securest. We are assisting the Department of Commerce, 
I think the Industry Evaluation Board, on certain planning aspects of 
power plant protection. 

Mr. Tuomas. How much is that? 

Mr. Securest. $5,000. 

Mr. Tuomas. That is $90,000. Is that for 1952 or 1953? 

Mr. Securest. That is for 1952. 

Mr. Tuomas. Will those projects be completed in 1952 or go over 
into 1953? In other words, what will be your estimates for funds 
received for work done in 1953? 

Mr. Securest. The estimates before you now include something 
around $35,000. These Air Force studies should be completed. I 
think we may receive some additional money, but there is nothing 
definitely committed at the present time. 

Mr. Tuomas. For 1953? 

Mr. Securest. Yes, for 1953. 

Mr. Apams. Mr. Chairman, all of these repays as set up now are 
expected to be completed this fiscal year. ; 

Mr. Tuomas. Did you have to employ some additional men to 
do that work, or did you use your regular staff? 
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Mr. Securest. We have been using our regular staff because we 
started the current fiscal year with a personnel strength in excess of 
what our money would carry. We gradually cut from the first of the 
year from 745 employees down to 711 at the present time. 

Mr. Bucuanan. I believe he has two other items on those repays. 

Mr. Tuomas. All right; go ahead. 

Mr. Securest. The next one is for the Department of State. The 
money is specifically set out for transfer to us in the third supple- 
mental 1952, and deals with Niagara Falls in the amount of $7,500. 

The other item is a miscellaneous one of $2,000 on certain repay 
work that we do for States and municipalities. 

Mr. THomas. What does that total? 

Mr. Securest. That totals $99,500. 

Mr. Tuomas. And that is all for 1952? 

Mr. Securest. That is all that is in sight at the present time. 

Mr. Tuomas. How many personnel do you require to do that work? 

Mr. Securest. I would roughly judge on the average salary it 
would take something around 18 man-years. 

Mr. Tuomas. You do not have any scheduled work for 1953 that 
you know of? 

Mr. Securest. Nothing that is an absolutely firm commitment. 
As I said we did carry a figure in the budget in anticipation of about 
what our average repays have been, something like $35,000. 

Mr. Tuomas. You anticipate that for 1953? 

Mr. Securest. Yes, sir. 

Mr. Tuomas. Just as an average? 

Mr. Securest. Yes, sir. 


WORKLOAD UNITS 


Mr. Bucuanan. Mr. Chairman, may I point out fan error in the 
chart on page 14 that was put in the record? 

Mr. Tuomas. The big chart? 

Mr. Bucuanan. Yes, the big chart. 

Mr. Tuomas. Yes. sir. 

Mr. Bucuanan. The Commissioner calls my attention to item 
75, “Statistical publications.” 

Mr. Tuomas. Yes. 

Mr. Bucuanan. It shows plus 1,000 in the workload unit figures. 
It should be plus 100. 


Mr. Tuomas. Thank you for that correction, Mr. Chairman. 
COMMUNICATION SERVICES 


What about your communication services item, $28,000? 

Mr. Securest. That is made up of telephone service, local service 
in Washington and in the field and the five regional offices in the total 
amount of $20,170. For the same offices long distance calls are 
estimated at $3,310; telegraph service is estimated at $3,010, and 
postage $1,510. 

OTHER CONTRACTUAL SERVICES 

Mr. Tuomas. Your other contractual services here show an increase 

of $2,700. 


Mr. Securest. The largest item in that is clerk hire by contract 
in our field work on rate and other cases. In other words, when we 
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have these groups of auditors and accountants out in the field and 
they need some clerical help it is much cheaper to emplov them at the 
rate of $1 or $1.25 an hour with no annual leave travel or per diem 
than to use regular employees. We have estimated $9,000 for that 
purpose, and for repairs to equipment, $7,000. 

Mr. Tuomas. What kind of equipment? 


Mr. Secnrest. Adding machines and duplicating equi t 
all of the office devices that we use. “ & equipment and 


AUTOMOBILES 


Mr. Tuomas. How many automobiles do you have in the field now? 

Mr. Securest. We have 12 in the field at the present time. 

Mr. Tuomas. You do not seek any new ones this year, I notice. 

Mr. Securest. No, sir, we cannot afford it. We have an authori- 
zation for one, but as tight as our funds are we have to use the money 
to help out on other things. 


FIELD OFFICES 


Mr. Tuomas. I notice you have the same number of field offices, 
five, as for 1952. You have approximately 135 employees in the field. 

What is the function of these 14 people in the Division of Accounts 
in San Francisco? 

Mr. Van Scoyoc. Their function has almost entirely to do with 
the cost work on licensed electric projects. 

Mr. Tuomas. This is a continuing study? 

Mr. Van Scoyoc. It is a continuing study of each of these privately 
owned hydroelectric properties under Federal license, and after they 
are constructed they are required under the Federal Power Act to 
submit a cost statement which is audited by the Commission’s audit- 
ing staff and passed on and certified by the Commission to the Secre- 
tary of the Treasury, which is to be used in the event that the Federal 
Government decides to exercise its option under the license te acquire 
the property and for regulatory purposes. 

Mr. Tuomas. Is my figure of 135 approximately correct as to the 
number in your field offices? 

Mr. Apams. That is approximately correct. It is 132. 

Mr. Van Scoroc. That does not include all of the people who are 
on field assignment. There are a number of people who work out of 
Washington, who work in the field almost all of the time. 


TRAVEL 


Mr. Tuomas. Of this $236,000 you had for 1952 for travel how 
much did you spend out of your District of Columbia headquarters? 

Mr. Apams. The five field offices spent a total of approximately 
$25,000. . 

Mr. Tuomas. For travel? 

Mr. Apams. Yes, sir, for travel. 

Mr. Tuomas. And the other $211,000 was spent out of the head- 
quarters office? 

Mr. Securest. In that connection, our Bureau of Accounts, 
Finance, and Rates has 87 men in the field almost continuously on per 





diem. It is the only way the work can be done, with the exception of 
the 14 in the San Francisco office. 

Mr. Tuomas. Which division is that? 

Mr. Sxcurest. That is the Bureau of Accounts, Finance and Rates. 
It includes the Division of Accounts, the Division of Rates, the 
Division of Finance and Statistics, and the Division of Gas Certificates. 

Mr. Tuomas. The Bureau of Accounts, Finance, and Rates, and 
within it are the Division of Rates, the Division of Accounts, the 
Division of Finance and Statistics, and the Division of Gas Certificates? 

Mr. Securest. Yes, 

Mr. Tuomas. How many constantly travel? 

Mr. Securesr. At the present time I think it is about 87. 

Mr. Van Scoyoc. Eighty-seven out of a total employment in the 
Bureau of about 270. 

Mr. Bucuanan. | think most of that, Mr. Chairman, is related 
almost directly to rate actions. 

Mr. Tuomas. What do these people do? 

Mr. Van Scoroc. They make accounting investigations, and engi- 
neering investigations in the offices of the gas companies or electric 
utilities. They also examine their properties. 

Mr. Tuomas. Examine what? 

Mr. Van Scoyroc. Their properties, and then they move along to 
the investigation of a different utility. 


BUREAU OF ACCOUNTS, FINANCE, AND RATES 


Mr. Tuomas. You have this big Bureau of Accounts, Finance, and 
Rates, and in it vou have the Division of Rates, the Division of Gas 


Certificates, the Division of Finance and Statistics, and the Division 
of Accounts, and then as part of it you have 14 additional people in 
the San Francisco office of Division of Accounts. 

Mr. Bucuanan. Would you like some definition of the functions 
of those divisions, Mr. Chairman? 


DIVISION OF FINANCE AND STATISTICS 


Mr. Tuomas. What does the Division of Finance and Statistics do 
that the Division of Accounts in the San Francisco office does not do? 

Mr. Van Scoyroc. The Division of Finance and Statistics processes 
applications which are made to the Commission under the Federal 
Power Act relating to securities to be issued by electric utilities and 
applications for mergers and consolidations of electric utilities, and 
also applications for interlocking directors. 

Mr. Tuomas. Is all dealing with the question of rates? 

Mr. Van Scoyoc. No, a very small part of it deals with rates, Mr. 
Chairman. The Division also compiles and publishes statistics which 
are put out by the Federal Power Commission. 

Mr. Tuomas Dealing with rates? 

Mr Van Scoyoc. Well, it covers all sorts of financial data, part of 
which is used in connection with rate cases. They prepare the rate 
of return studies. 1 
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FURNISHING STATISTICS ON THE ELECTRIC POWER INDUSTRY 


Mr. Tuomas. What is the main purpose of this statistical study 
that this big Division does here? 

Mr. Bucwanan. Mr. Chairman, the statistical end of the Federal 
Power Commission is the source of the basic data for the entire electric 
industry. The same thing applies, to a more limited extent to the 
gas industry. These statistical data which are published by the 
Commission supply that information. It is very valuable in the war 
effort, and it is very valuable to financial institutions, and to industry 
in general. 

Mr. Tuomas. When you get over into financial institutions you are 
going to get a scream out of another Government agency, are you not? 

Mr. Van Scoyoc. These statistical publications are very much in 
demand by the financial institutions, Mr. Chairman. 

Mr. Bucuanan. I do not know what agency you refer to. 

Mr. Tuomas. The Securities and Exchange Commission. 

Mr. Bucuanan. They are entirely different. 

Mr. Tuomas. How? 

Mr. Bucuanan. Explain it, Mr. Van Scoyoc. 

Mr. Van Scoyoc. They do not publish the same type of statistics 
on the electric industry. Their compilation, as far as the utility 
industry is concerned, relates to those companies coming under the 
Holding Company Act, whereas the statistical publications of the 
Federal Power Commission cover the entire electric industry. 

Mr. Tuomas. We all know that we are in short supply of current 
all over the United States, and some sections of the country are a little 
bit shorter than others. Mr. Wilson’s crew in War Mobilization are 
having a lot of grief about it. What good do all of these statistics 
do that you are publishing, when we already know that we are in short 
supply, and the question is not one of statistics, because statistics 
are not going to increase the supply. 

Mr. BucuHanan. For immediate answer I would say that Mr. Wil- 
son, the Department of the Interior, and those other agencies, includ- 
ing the Department of Commerce, engaged in the war effort all come 
to the Federal Power Commission for the statistics which we publish. 

Mr. Tuomas. They have already come and you have already given 
them those figures, and they know that the supply is short. That 
ought to be the complete answer. Until we get out of this emergency 
what good is it going to do to pile up these statistics and these figures 
showing the shortages, and what is likely to happen here when we know 
it is short, and the main headache is not getting more statistics, but 
more current. 

Mr. Bucuanan. Well, the war effort is not a static thing, it is subject 
to change. 

Mr. Tuomas. It is the paramount thing. It is far above statistics 
right now. 

Mr. Bucuanan. And they are allocating new plants and new 
functions all over the country, and they come to the Federal Power 
Commission for these statistics. 

Mr. Tuomas. They already have that information; you have already 
compiled it for them. 

Mr. Bucuanan. Well, that is changing all the time. 
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Mr. Tuomas. When you get a plant located you are not going to 
move it overnight. What I am talking about is why can we not 
eliminate some of this work that, under normal peacetime conditions, 
is perhaps very important? You have rendered outstanding service 
now and you have pointed out where the shortage areas exist, and how 
much the shortage is, and Mr. Wilson and his crowd can break up 
the pool from there and know what they are going to build and where 
to locate it and how much power is required. Why is not that the 
complete answer until we get out of this emergency that we are in? 

Mr. Bucnanan. Because the power end of it is also continuing to 
change, and even though there is a shortage they still continue to 
allocate the power to the most feasible area for power supply. 

Mr. Tuomas. But, Mr. Chairman, if you are shy a given number 
of kilowatt-hours in this location in order to meet a certain antici- 
pated demand or effort to establish new war plants there, when that 
figure is arrived at that ought to be the answer to the problem for 
the next several years, should it not, until we get out of this emergency? 

Mr. Bucnanan. I do not think so, because the power supply 
picture is changing constantly. Mr. Adams here is familiar with that 
picture completely and perhaps he can give you a more complete 
answer to it. 

ANNUAL CHARGES COLLECTED 


Mr. Reporter, at this point will you insert in the record the table 
on page 16. 
(The matter referred to is as follows:) 


nl 
| 
! 


| estimate | estimate 


1950 || «| (19s | 28884 | 1988 
| 





Administration fees. - _ | $581,199 | $616,674 | $1,004,419 | $692, 988 
Fees for use of Government lands. -.______- hiiwaes 71, 357 | 73, 623 101, 837 100, 427 
Fees for use of Indian lands. .-...................-.-...- 209, 682 | 208, 775 | 208, 216 | 206, 780 
Fees for use of grant lands 850 | 806 | 941 | 834 
Fees for use of Government dams. --....._.---._.---.--- 305, 323 | 305, 328 305, 330 | 305, 330 
Penalties for delinquencies. -...............-....---.--- 68 | 48 ies ett 


Total... 3 1, 168,479 | 1, 205, 254 1, 620, 743 1, 306, 359 





! The increase in administrative fees is expected to result mostly from the issuance of 3 licenses which 
will permit collection of back charges in fiscal year 1952. One is for the Holtwood project of Pennsylvania 
Water & Power Co. with back charges to 1938 amounting to $229,333, another is for the Grandfather Falls 
project of Wisconsin Public Service Corp. with back charges to 1936 amounting to $42,000, and the third is 
for the Thompson Falls projects of the Montana Power Co. amounting to $93,600. 


Mr. Tuomas. This shows that in 1952 you expect to receive 
.$101,837 for the use of Government lands and that you anticipate re- 
ceiving $100,427 for 1953 and that you estimate receiving fees for the 
use of Indian lands in 1952 in the amount of $208,216 against an 
anticipation of $206,780 for 1953. This is only for lands. What 
about your power and what about your gas? 

Mr. Securest. We collect no fees under the Natural Gas Act. 

Mr. Tuomas. Why? 

Mr. Securest. We have no authority of law like we do under part 
I of the Federal Power Act. On the question of fees we have reviewed 
that problem, and we have increased the price of our publications 
about.50 percent. 

Mr. Tuomas. Will it require legislation to charge a fee under the 
gas regulation activities? 


9S8v00-—32— pt. 1——36 
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Mr. Securest. You might charge some minor fees. I would like 
to have Mr. Ross answer that question. 

Mr. Ross. I believe that it would require legislation to make 
charges, such as we do under part I of the Federal Power Act, where 
we assess charges which cover the cost of administration of that part 
of it, and that is specifically provided for in the Federal Power Act. 
pe have no authority to charge such things under the Natural Gaa 

ct. 

Mr. Tuomas. You think it would require legislation to give you 
that authority? 

Mr. Ross. Yes. 

(The following letter was received by the committee subsequent to 
the hearing: ) 


FEDERAL PowER CoMMISSION, 


Washington, February 15, 1952, 
Hon. Apert THOMAS, 


Chairman, Subcommittee on Independent Offices, 
House Appropriation Committee, Washington 25, D. C. 
Dear Mr. THomas: During the hearing held January 23 on the Commission’s 
appropriation request for fiscal year 1953, the statement was made (transcript 
pp. 1403-1404) that further legisletion would be required to authorize the Com- 


mission to impose fees for services similar to those authorized in Part I of the 
Federal Power Act. 


Further consideration of the question since the date of the hearing indicates 
that title V of the Independent Offices Appropriation Act, 1952, authorizes the 
Commission to impose fees in connection with the issuance of certificates and 
other authorizations under the Federal Power and Natural Gas Acts. 

The Commission is now considering the advisability of levying such fees and 
charges in connection with its various regulatory duties. 

It is respectfully requested that this information be included in the transcript 
-of hearings at the point where the original discussion is reported. 

Sincerely yours, 


Tuomas C. BucHanan, Chairman. 
REQUIRED STATISTICAL INFORMATION 


Mr. Bucuanan. Before you get into that, may I answer your ques- 
tion further concerning statistical information? 

Mr. Tuomas. Yes, sir. 

Mr. Bucnanan. It is a statutory requirement. There is no way te 
avoid it, and it is very valuable in any event. Section 311 of the act 
sets it forth in detail. 

Mr. Securest. I might also add, in that connection, that the Bureau 
oi the Budget is very much interested in certain parts of the statistical 
information we are compiling, particularly in the power field, and they 
have insisted that we keep that up. If you would like, Mr. Adams 
can elaborate on it. 

Mr. Apams. I would like to comment on that, and I would like to 
call attention first to an agreement between the Federal Power Com- 
mission and the Defense Electric Power Administration for the collec- 
tion, analysis, and correlation of electric power information. I can 
give you a copy of that. This is an agreement for the furnishing of 
information to the Defense Electric Power Administration, information 
that they need in carrying out their function of mobilizing the power 
supply for the defense program. 

r. Yatges. This is the same one that is in the justification? 

Mr. Apams. That is in the justification under table 7.~ 





561 


May I call your attention particularly to item 3 of that agreement 
which states: 


That the basic records of the Federal Power Commission such as Forms 1, 
12, and 12-E be accepted as sources of information on the industry’s power supply 
and requirements, present and estimated future, subject to adjustments and 
modifications as may be agreed upon as required. 


Further, item 6 states: 


That the Federal Power Commission will undertake special investigations and 
solicitation of information when requested by Defense Electric Power Administra- 
tion, subject to approval of the Bureau of the —* 


and item 7: 


That the Federal Power Commission will continue to supply Defense Electric 
Power Administration with power system data including up-to-date maps of 
transmission and production facilities plus such other reports and information 
as may be required. 

Under the provisions of that agreement the Federal Power Com- 
mission has furnished DEPA very complete details on the entire 
electric power industry’s operations throughout the Nation and main- 
tains continuing liaison with the DEPA staff in furnishing such 
information and —' it and interpreting it. 

Only recently, during the past few weeks, we have worked out, 
cooperation with DEPA and with the Bureau of the Budget, a tem 
form for getting up-to-date information on a pool basis which they 
said specifically they need, and they recognized the Federal Power 
Commission as the proper source for gathering that information. 

Mr..THomas. Who is heading the Defense Electric Power Ad- 
ministration now? 

Mr. Apams. Mr. James F. Fairman. 

Mr. Tuomas. In the Department of the Interior? 

Mr, Apams. Over in the Department of the Interior, yes, sir. 

Mr. Tuomas. So, we have the Department of the Interior making 
some studies, all of the reclamation States, and the TVA making the 
same thing in its area. 

RATES 


RATE REDUCTIONS 


Mr. Yarsgs. At the top of page 41, the first paragraph reads: 


Since 1938, the Commission’s action in electric formal rate proceedings has 
resulted in orders requiring annually recurring rate reductions aggregating ap- 
proximately $3,988,000 per year, affecting the operations of 19 companies. Ona 
cumulative basis, this has resulted in total reductions to consumers amounting 
to $21,999,000 as of the end of the fiscal year 1951. 


RATE INCREASES 


Have there been any increases in the rates of those companies since 
that time? 

Mr. Van Scoyoc. I would not be able to say as to all of the 19 
companies. There are filings made for increases from time to time. 
Most of them have been rather minor until just recently when we have 
received one from the Union Electric Power Co., for over $1 million. 
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RATE REDUCTIONS 


Mr. Yares. Well, then, it is possible that the reductions that were 
effected in 1938 will not total this $22 million figure. 

Mr. Van Scoyoc. That would be possible. This calculation is 
based on the same level of sales in effect at the time the reduction was 
made. If they were applied to the present sales you would probably 
obtain a much larger figure than approximately $22 million. 

Mr. Yates. Has the Commission investigated the same companies 
during the period since 1938 to determine whether or not further rate 
reductions should not be obtained? 

Mr. Van Scoyoc. I would have to supply that information. I 
would doubt that there were very many formal investigations of the 
same companies. 

Mr. Yates. This says 19 companies. 

Mr. Van Scoyoc. Yes, 19 companies. 

Mr. Yares. Are they all one set- ve 

Mr. Van Scoyoc. No, they are 19 separate utilities, and there is a 
continuing investigation at all times based on the reports which the 
companies submit. 


1 


‘ 


AUTHORITY TO INCREASE RATES 


Mr. Toomas. What Mr. Yates is getting at is do they have to go 
over to Mr. Michael DiSalle’s crowd and then come to the Federal 
Power Commission to get an increase in rates? 

Mr. Van Scoyoc. No, the Federal Power Commission.. 

Mr. Tuomas. Mr. DiSalle’s office does not have anything to do 
with it? ‘ 

Mr. Van Scoyoc. They may intervene in cases before the Federal 


Power Commission, but the rate jurisdiction itself is lodged in the 
Federal Power Commission as to wholesale rates, both as to gas and 
electricity where they are in interstate commerce. 


APPLICATIONS FOR INCREASES IN RATES 


Mr. Yates. How many applications for increases in rates by elec- 
tric companies were filed during last year. You stated that there was 
one pending. 1 wondered what the total of all of them was. 

Mr. Van Scoyoc. There are two pending at the present time. 

Mr. Yates. Two? 

Mr. Van Scoyoc. Yes, sir, for increases. 

Mr. Yates. How many were filed during previous years? 

Mr. Van Scoyoc. I do not believe that I can supply that informa- 
tion as to the number filed. I can tell you the number of cases worked 
on during the year. 

Mr. Yates. You mean applications for increased rates? 

Mr. Van Scoyoc. Applications for increased rates or any decreases, 
which cases the Commission may have instituted. 

Mr. Yates. How many cases were there of applications for in- 
creased rates during this period? 

Mr. Van Scoyoc. If you want the statistics we will be glad to 
supply that information. 

Mr. Yates. Off the record. 

(Discussion off the record.) 
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Mr. Yates. In other words, there has not been a substantial num- 
ber of cases filed by electric companies for increases of the rates 
during the past few years? 

Mr. Van Scoyec. That is correct. 

Mr. BucHanan. However, Mr. Yates, we are anticipating that they 
will be filed, just following the natural trend of everything else in the 
inflationary uptrend. 


JURISDICTION OVER RATE CHARGES 


Mr. Tuomas. Do you have jurisdiction over the Potomac Electric 
Power Co.? 

Mr. Bucnanan. PEPCO? 

Mr. Tuomas. Yes. 

Mr. Bucuanan. We do have jurisdiction over it, generally, yes. 
They supply beyond the District of Columbia. 

Mr. Tuomas. Yes, and they have increased their rates appreciably 
in the last 2 years, have they not? 

Mr. BucHanan. Well, for the District of Columbia, the PUC 
has that specific jurisdiction, that is the District of Columbia Com- 
mission. 

Mr. Tuomas. Do you have jurisdiction when it comes to fixing 
the rates for the Federal agencies which are located in the District 
of Columbia? 

Mr. Bucuanan. No. 

Mr. Tuomas. When does your jurisdiction attach? 

Mr. Bucuanan. Interstate only. 

Mr. Tuomas. This is supposed to be a local company and, therefore, 
you have no jurisdiction, is that right? 

Mr. Bucuanan. We have no jurisdiction over the local sales, the 
local distribution. 

Mr. Anprews. That is, in the District of Columbia? 

Mr. Bucuanan. No. 

Mr. Anprews. How about the Pentagon Building? 

Mr. Bucnanan. No, that is under the Virginia Commission. 

Mr. Yates. Does PEPCO serve the Pentagon? 

Mr. Bucuanan.- I think it serves everything in this area. 

Mr. Yates. It crosses State lines, does it not? 

Mr. Bucuanan. Yes, but it is under the Virginia Corporation 
Commission. It serves in Virginia and in the District. 

Mr. Yares. I do not know enough about PEPCO’s corporate 
set-up or its function. 

Mr. Van Scoyoc. The Commission’s jurisdiction is limited to 
wholesale rates in interstate commerce. While the company operates 
in the District of Columbia, Virginia, and Maryland, the only place 
where the Commission’s jurisdiction would attach would be where 
PEPCO makes interstate sales to other utilities. It has interconnec- 
tions with the Virginia Electric Power Co. and the company in Balti- 
more, and those sales are subject to Federal regulation. 

> 
£LECTRIC COMPANIES UNDER JURISDICTION OF FEDERAL POWER 
COMMISSION 

Mr. Tuomas. Is not that a holding company? How many com- 
panies do you have jurisdiction over? 

Mr. Yares. Electric companies. 
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Mr. Van Scoyoc. Roughly about 300 electric companies. 

Mr. Tuomas. On wholesale rates in interstate commerce? 

Mr. Van Scoyoc. No, sir, all of them do not have wholesale rates. 
Some of them are only engaged in the transmission of electric energy. 
About 170 of them have rates which are on file with the Federal Power 
Commission. 

Mr. Tuomas. Of those 170, how many sought increases and how 
many have been granted in the last 2 years? 

Mr. Van Scoyoc. I would have to get that number and supply it. 
I do have some dollar amounts. 

Mr. Yates. Dollar amounts of what? 

Mr. ‘Van Scoyoc. Increases which have been requested. 

In the first 6 months of the calendar year 1951 we had no increases 
requested. In the last 6 months we had increases which amount to 
$1,660,400 requested. 

(The following information was later supplied for the record :) 


In fiseal year 1951 seven companies filed increases amounting to approximately 
$500,000. 

Mr. Yates. Is there not the possibility the rates may have been 
too high during the period when you made the last rate reduction in 
1938? What do you do in cases of that kind; what is the action of the 
Commission in supervising the wholesale rates of the 170 companies 
over which you have jurisdiction? 

Mr. Van Scoyoc. There is a continuing check made as to the 
earnings of the utilities subject to the Commission’s jurisdiction. 

Mr. Yates. And during that period the earnings were not exorbi- 
tant! 

Mr. Van Scoyroc. That is right—as applied to the wholesale 
business. Of course, most of these companies are engaged in retail 
business as well as wholesale. 

Mr. Yates. But the retail business will usually fall within the 
jurisdiction of the State commissions, and you have no jurisdiction 
over that; is that correct? 

Mr. Van Scoyoc. That is correct. 

Mr. Yates. The only function you may perform in connection 
with that is to make sure that the wholesale rates are not exorbitant 
by the time they get to the retail level? 

Mr. Van Scoyvoc. At the point of sale; yes. 

Mr. Yates. And they have not been during the last 12 years, 
according to the Commission’s finding? 

Mr. Van Scoyoc. I think since 1938 the Commission had 19 cases, 
strung over from 1938 to the present time, covering a period of years. 

Mr. Yates. I assume the reductions were effective in 1938 and the 
savings have accumulated until the present time. 

Mr. Van Scoroc. They were accumulated from whatever year the 
reduction occurred. Some may not have occurred until 1944. But 
we have that many years included in the $22 million figure. 


APPLICATIONS PENDING FOR INCREASE IN WHOLESALE RATE 


Mr. Yates. Do you have one application pending now for an 
increase in the wholesale rates? 

Mr. Van Scoroc. There are two cases pending, one of them for 
over $1 million. 
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APPLICATIONS PENDING FOR GAS-RATE INCREASES 


Mr. Yates. How many applications do you have pending for gas- 
rate increases? 

Mr. Van Scoyoc. We have 19 formal rate cases (82 separate filings) 
pending at the present time, contrasted with 8 cases at the beginning 
of the fiscal year. 

(The following table was later supplied for the record and sets forth 


on a comparative basis the applications for increases in natural-gas 
rates.) 


Applications for increases in natural gas rates for period July 1, 1950, to Jan. 1, 1952 





First 6 
— en | months, 1952 
y y fiscal year 








Filings for increases: 





35 
$11, 395, 500 


18 
$2, 341, 300 





$22, 777, 400 


9 
$199, 400 


34 
$22, 580, 000 


n 


v4 
$81, 518, 000 
$1, 105, 000 


50 
$80, 413, 000 








1 Includes increases on gas sold for resale for industrial use only which cannot be suspended under the 


Natural Gas Act. 


Status of filings suspended 


Total filings suspended July 1, 1950, to Jan. 1, 1952: 


Number 


, 


101 


$112, 047, 000 


19 
$7, 635, 000 


$5, 285, 200 

Total suspended filings pending Jan. 1, 1952: 
Number 2 82 
Amount ' $99, 127, 000: 


' Includes filings withdrawn after suspension. 
? These 82 filings made by 19 natural-gas companies. 


Mr. Yates. And your function in that respect is also over the 
wholsesale prices which are charged? 
Mr. Van Scoyroc. Yes, sir. 


APPLICATIONS PENDING FOR CERTIFICATES OF CONVENIENCE AND 
NECESSITY 


Mr. Yates. How many applications do you have pending for 
certificates of convenience and necessity for gas companies? 

Mr. Van Scoyoc. There were pending 122 applications as of 
December 31 last year. That is for the construction of new facilities. 
In addition to that, we have 28 applications pending for the acquisi- 
tion of property and the abandonment of property and 33 applications 
under section 7 (a) of the act, under which distribution companies 
have the right to apply for service from natural gas companies. 

Mr. Yates. Do you check the rate schedules? Are they required 
to file prospective rate schedules at the time they file their application? 
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Mr. Van Scoyoc. They are required to proposed or state the rate 
which they propose to put into effect upon completion of the facility 
if a new pipeline or, if it is an existing line to state any proposed 
change in rates. 

Mr. Yates. In how many of the cases were rates suspended? 

Mr. Van Scoyoc. All of the 19 cases I referred to have already been 
suspended. 

Mr. Yares. Are findings by the Commission necessary in connec- 
tion with the order suspending the rates? 

Mr. Van Scoyoc. Yes, sir. 


TIME LIMIT FOR ACTION ON APPLICATIONS FOR INCREASED RATES 


? 

Mr. Yares. I notices in your justifications that one of the provi- 
sions of your law is that you have to act on an application for increased 
rates within 30 days 

Mr. Van Scoyoc. Yes, sir. The law requires the Commission to 
pass on these applications within that time limit. At least, they 
must be passed on before the effective date, or they would auto- 
matically go into effect. 

Mr. Yates. Automatically, I presume, because of the brevity, it 
usually results in a suspension order; does it not? 

Mr. Van Scoyoc. There is a study made, and if the suspension is 
justified, the staff will so recommend, and the Commission passes on 
that. 


COURT CASES AS RESULT OF APPLICATION FOR INCREASE 


Mr. Yares. How many of those applications for increases in rates 


have resulted in court cases? 

Mr. Van Scoyoc. There is only one case in litigation resulting from 
a filing within the last 2 vears for an increase in rates. There is only 
one case that has reached the litigation stage. 

Mr. Yates. In connection with rate cases, is the Commission ever 
called upon to hire outside help in the way of experts, or does it use its 
own staff? 

Mr. Van Scoyoc. The Commission uses its own staff. 

Mr. Yares. There is no occasion to ask for additional funds for the 
purpose of hiring experts to sustain the Commission’s findings? 

Mr. Van Scoyoc. No, sir. The Commission has not followed the 
practice of hiring outside consultants for rate case work. 

Mr. Bucuanan. I doubt if we could find them, anyway. 

Mr. Tuomas. Well, you are earmarking $10,000 in this bill every 
year for that purpose. 

Mr. Securest. That has been carried in there for years, and there 
have been a number of cases—not recently—when it has been needed 
in certain fields. It is just there as a protection in case it is really 
needed. We do not spend it unless we have to. 

Mr. Bucuanan. I doubt if it would'pay the retainer fee of an expert 
in these days. 
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FORMAL RATE CASES 


Mr. Yates. On page 91 the statement appears that— 


13 formal rate cases were carried over from fiscal 1949 to 1950, 20 from fiscal 
1950 to 1951, and 24 from fiscal 1951 to 1952. 
Does that include the same cases? 


Mr. Van Scoyoc. There may be a few which are so included and 
covered a period of 2 or 3 years. 


IMPORTANCE OF STATISTICAL WORK 


Mr. Yates. How important is your statistical work to the pro- 
cessing of your regulatory work? 

Mr. Van Scoyoc. It is used particularly in office reviews of appli- 
cations which are filed, where we apply certain tests to see whether 
such an increase is justified—in other words certain general approaches 
are made to the filing before the staff comes to a conclusion that an 
increase should or should not be allowed. 

Mr. Yares. Is the statistical work you have the basis for your 
analyses of the cases that are pending? 

Mr. Van Scoroc. That is correct. We have to depend on analyses 
of the data in the annual reports which are submitted to the Com- 
mission by the companies. 


JURISDICTION REGARDING ADDITIONS TO SERVICE 


Mr. Yates. What jurisdiction does the Commission have with 
respect to companies under its jurisdiction in compelling extensions 
of service? 

Mr. Van Scoyoc. The Commission has very limited jurisdiction 
under the Natural Gas Act to compel companies to make enlargements 
of their systems necessary to render adequate service. There have 
been suggestions made and the Commission has recommended legis- 
lation to cure what they believe to be a serious deficiency in the act 
in that respect. 

Mr. Yates. Is the statistical work of the Commission necessary in 
connection with the investigation into service requirements of the 
companies? 

Mr. Van Scoyoc. I do not believe there would be too much 
relationship. 

Mr. Yarss. There would be no pertinency at all? 

Mr. Van Scoyroc. No. 


SCHEDULE OF RECEIPTS AND REIMBURSEMENT FROM OTHER AGENCIES 


Mr. Corron. I do not quite understand, Mr. Commissioner, why 
on page 134 of the justifications and the succeeding pages entitled 
“Schedule of Receipts,” you did not indicate to us the amounts 
received from these other departments for research and other work 
you are doing for them. 

Mr. BucHanan. You mean to insert this on page 134? 

Mr. Corton. Well, those pages are entitled “Schedule of Receipts,” 
and these moneys are receipts the Commission has received just as 
much as are these fees. 
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Mr. Srecurest. These are receipts which we collect but cannot 
spend and which must go into certain accounts earmarked in the 

reasury, while the work we do for other people is by transfer of part 
of their appropriations for reimbursing us for work which is done. 
That does reflect in our workload table as the amount we receive 
for that purpose. 

Mr. Corton. One by one these commissions—the Federal Trade 
Commission, the Tariff Commission, and your Commission—come 
before us and as I go through the justifications, I am never able to 
find how much they are receiving from these other departments. Of 
course, some other subcommittee of this Committee on Appropriations 
which handles the Department that pays this money knows that 
money was paid and knows what was appropriated, but we do not. 
And it doesn’t seem to me we are getting quite a fair break when we 
must ferret out these amounts as we have in each case. I think these 
facts ought to appear, and I want the record to show that I feel that 
very strongly. 

Mr. Bucuanan. I do not think it would be too difficult to do. 


COMPILATION OF STATISTICAL INFORMATION 


Mr. Corron. Last year Mr. Coudert asked some questions upon 
which he and I collaborated in an attempt to find out approximately 
the proportion of your budget that is devoted to fact finding, compila- 
tion of statistics, and various research activities of the Commission. 
Finally it was agreed that that information would be inserted in the 
record. But when the record was finally completed, I turned with 
some eagerness to find this information, and I found on page 696 of the 
hearings on the independent offices appropriations for 1952 about a 
page and a half of fine print inserted which did not give any answer to 
the questions at all. 1t simply started out by indicating that all this 
research was very desirable, which nobody denies, and then went on to 
say in answer to the question about its relation to the work of the Com- 
mission that it all related to work of the Commission. That was not 
the question. Now, surely these researches and compilations of facts 
and statistics which the Commission is doing for these other agencies 
I have just referred to, have no direct connection. necessary though 
rs may be, with cases and decisions before your Commission; do 
they? 

Mr. Bucuanan. Oh, I think a great deal of this statistical informa- 
is the basis of our rate work. 

Mr. Corton. Does the information you get for the Army or Air 
Force have a direct connection with cases before your Commission? 
; Mr. Bucuanan. We do not get information from the Army or Air 

orce. 

Mr. Corton. I said “for” them not “from” them. I am relying 
on memory from the hearing, because I do not find it anywhere else. 
Am I correct that there were researches for the Army and Air Force? 

Mr. Apams. With respect to the Air Force project, we would be 
unable to do that job if we did not have this information on the in- 
dustry. It requires an intimate knowledge of the characteristics of 
the power business and facilities in this country. 
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Mr. Corton. I do not question that at all, and I am not even ques- 
tioning its necessity. My point is that that research, which you un- 
doubtedly are better equipped to do than any other-agency of the 
Government, is, however, divorced and separated from and is not 
used for your rate cases and other decisions you have to make in 
your work. Is that correct or not? 

Mr. Apams. The information is used regularly in connection with 
our statutory functions of licensing hydroelectric projects, and in 
compliance with those sections of the Federal Power Act which state 
that we shall maintain complete and up-to-date information on the 
electric power industry and make it available to governmental agen- 
cies, the Congress, and others who may need it. 

Mr. Corton. But you need it for your own work of the Federal 
Power Commission? 

Mr. Apams. Yes, sir. 
bar. Corron. Then why must the Air Force pay you for compiling 
it! 

Mr. Apams. That part being done for the Air Force is a special 
prarec not required under the statutory provisions of the Federal 

ower Act. They came to us and asked us to do a special job because 
we — qualified to do it; so they agreed it was proper for them to 
pay ior it. 

Mr. Corron. That is precisely what I have been talking about. 
That particular work is not necessary for your function; is it? It is 
for them? 

Mr. Apams. The report we are making for them is not necessary for 
our purpose. 

Mr. Corron. That is what I am trying to get at. Now, is it possi- 
ble to obtain some general estimate of what proportion of the budget 
for the Federal Power Commission is devoted to research and fact 
finding in contradistinction to the necessary gathering of facts to be 
used by you in your rate cases and other fundamental functions of 
your Commission? Could that be furnished for the record this year? 

Mr. Van Scoyroc. I would have to do a little checking on that 
before I could tell you whether this workload statement could be 
pulled apart in that detail. All of the information of a statistical 
nature which is gathered is included on page 14 of our justifications in 
two categories, under “Basic data, electric,” and “Basic data, gas.” 
It is only in connection with the electric that any special studies are 
made for other agencies or statistics might be gathered. 

Mr. Corton. Now, my question is not confined to what you do for 
other agencies, and before you put this in the record, if you will refresh 
your memory by reading pages 695, 696, and 697 of last year’s hear- 
ings, if you will read Mr. Coudert’s question and then read the state- 
ment of the Chief of the Bureau of Accounts, Finance and Rates of 

our Commission and the statement of the Chief of the Bureau of 
Power: I think it will be obvious what we were seeking to find out 
at that time, and that we did not find it out. 

I realize it does not lend itself to a minute answer—that you cannot 
separate the hay from the chaff and say so many dollars and cents in 
this budget are used in fact-finding and so many dollars and cents are 
used strictly for the quasi-judicial work of this Commission. I 
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recognize that, and I do not expect it. But what I have been trying to 
do for 2 years now is to try to analyze and obtain some general approxi- 
mation of the proportion of the budgets we are pouring into these 
Commissions that are going into general research and the accumu- 
lation of statistics and facts for the general use of various agencies of 
the Government and not specifically and definitely and exclusively 
designed for your use in your primary function. 

Do I make myself clear on that? 

Mr. Bucnanan. You want a division between statistics we use in 
our work and those statistics that are made available to the general 
public and that we do not use in our work? 

Mr. Corron. I conceive you can use some of them in your work, 
and you can probably do what you did last year and say that almost 
all of them are of some use to you in your work. I am just trying to 
find out in general the proportionate part of your activities that goes 
into the gathering and compiling of statistical information and 
publishing it for your use and the general use of the public. And if 
you think after looking at the record you can give a general answer and 
furnish it for the record, I would appreciate it. 

Mr. Van Scoyoc. I will be glad to do that. 

(The matter referred to is as follows:) 
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agencies and others cleared for restricted information 


Distribution limited to requirements of Federal 


, and United States maps are prepared. 
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Regulatory use-—Data in reports filed by electric utilities and natural-gas 
companies are available to the Commission. The principal purpose of publica- 
tions is to provide the public with essential information on these industries. 
Regulatory use of publications by Commission for convenience only. 

Need for publication.—Today information on investment, capacity, production, 
operation, financing, and prices respecting all of the great basic industries is 
essential to Government and to the public. 

The Federal Power Commission is the only official source of such information 
on the electric industry on a national scale and the only official source of financial 
information on the interstate gas pipeline industry. The Bureau of the Budget 
does not permit the gathering of duplicate over-all information on these industries 
by any other Federal agency. 

In consequence of the above, these publications are essentially the sole source 
of such information. See Distribution for indication of use. 

Availability of data —With minor exception the data contained in these publica- 
tions are not available from any other source. The Commission’s statistics are 
extensively republished in technical and trade publications and in reports of othe 
Federal agencies presenting basic data pertaining to the economic development of 

the United States. 

The Edison Electric Institute publishes a rate book confined to information on 
privately owned utilities only and limited in general to cities of 20,000 or more 
population. To this extent data presented in the National Electric Rate Book 


are duplicated. 
Certain investors services, Moody’s and Standard and Poore’s, for example, 
publish financial statements on the individual privately owned. electric utilitie 


and natural-gas companies. The scope of the data presented in these publica- 


tions, however, duplicates those published in the Statistics of Electric Utilities in 
the United States and the Statistics of Natural Gas Companies to a limited 


extent only. 
Mr. Tuomas. Thank you, gentlemen, very much. 
you. 


It is nice to see 
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THURSDAY, JANUARY 24, 1952. 


INTERSTATE COMMERCE COMMISSION 


WITNESSES 


JOHN L. ROGERS, CHAIRMAN 

CLYDE B. AITCHISON, COMMISSIONER 

CHARLES D. MAHAFFIE, COMMISSIONER 

WALTER M. W. SPLAWN, COMMISSIONER 

J. HADEN ALLDREDGE, COMMISSIONER 

WILLIAM J. PATTERSON, COMMISSIONER 

RICHARD F. MITCHELL, COMMISSIONER 

HUGH W. CROSS, COMMISSIONER 

JAMES K. KNUDSON, COMMISSIONER 

W. P. BARTEL, SECRETARY 

B. H. WISE, BUDGET OFFICER 

W. Y. BLANNING, DIRECTOR, BUREAU OF MOTOR CARRIERS 

C. G. JENSEN, DIRECTOR, BUREAU OF TRAFFIC 

W. H. S. STEVENS, DIRECTOR, BUREAU OF TRANSPORT, ECONOM- 
ICS AND STATISTICS 

G. 8. DOUGLASS, DIRECTOR, BUREAU OF VALUATION 

E. H. DAVIDSON, DIRECTOR, BUREAU OF LOCOMOTIVE INSPEC- 
TION 

F. E. MULLEN, CHIEF EXAMINER 


GENERAL EXPENSES 


Amounts available for obligation 





1951 actual 1951 estimate | 1953 estimate 
_- | ——= 
$0. 718, 600 $8, 784, 985 $9, 975, COO 
719, 000 


Appropriation or estimate 
Proposed supplemental due to pay increases 
Reimbursements from other accounts 31, 565 


Total available for obligatior 9, 750, 165 9, 503, 935 9, 975, 000 
Unobligated balance, estimated savings — WO, 104 


Obligations incurred ‘ x 9, 660, 061 9, 503, 935 





Obligations by activities 





‘ Description 1951 actual 1952estimate 1953 estimate 


Applications, comp] nts and other proceedings $2, 698, 309 $2, 790, 851 $2, 957, 557 

> Investigation, litigation, le gal advice, and compliance 3, 421, 150 3, 173, 9R2 | 3, 327, 538 
3. Collection and analysis of accounting and statistical data 862, 49 846, 723 | 893, 400 
. Supervision of rate publications 852, OS2 845, 065 | 888, 033 

5. Railroad car service 356, 599 372, 934 | 382, 163 
6. Valuation of railroads and pipelines 470, 899 454, 966 495, 484 
7. Administration oninn th hamtinns : = 998, 47, 3 989, 414 | 1, 032, 825 


Obligations incurred shastn 9, 660, 061 | 9, 503, 935 9, 975, 000 
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Obligations by objects 





Ohiect classification 1951 actual 





| 1952 estimate | 





Total number of permanent positions. _- 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary r Sn aye 
Average grade nr a i aie aS Se es 29 : 


Personal services: 

Permanent positions...................--- 

Reguiar pay in excess of 52-week base_ 

Payment above basic rates 
Total personal services ‘ 584, 680 
Travel __ “2 
Transports ation of things-- 
Communication services 
Rents and utility services ‘ 
Printing and reproduction _--- 
Other contractual services. - - 
Supplies and materials 
Equipment 
Refunds, 


Taxes and assessments... -- 


137, 
210, 
119, 170 
141, 443 


2, 180 


Obligations incurred -- 


1, 050 | } 


327, 679 | 
51, 281 | 
518 | 
560 | 


mE be 80, 078 | 
awards, and indemnities___- chs | 30 | 


9, 660, 061 | 


8, 683, 815 


300, 416 | 


9, 624 


41, 505 | 
40, 592 | 


175, 000 
11}, 
101, 210 
35, 458 


5, 000 


9, 503, 935 | 


315 | 


1958 estimate 


1, 830 


9, 975 , 000 





Analysis of expenditures 





1951 actual 


Unliquidated obligations, start of ye: 
Adjustment in obligations of prior yea 


Obligations incurred during the year 


$450, 662 
32, 439 
9, 660, 061 


rs 


10, 143, 162 
Deduct: 
Reimbursable obligations 
Unliquidated obligations, end of year 
Obligated balance carried to certified cla 


31, 565 
Ss account 


Total expenditures 


RAILROAD SAFETY 


Amounts available for obligation 


1951 actual 


Appropriation or estimate 
Proposed supplemental due to pay increases. 


Total available for obligation - - - - 
Unobligated balance, estimated savings 


933, 000 
—16, 579 


Obligations incurred 966, 421 


Obligations by activities 


1952 


estimate 


$815, 032 


503 


Yo 


318, 967 


638, 095 


9, 680, 872 


1952 estimate 


$983, 000 


61, 000 


1, 044, 000 | 


1, 044, 000 


195: 


astimate 


1953 estimate 


$1, 042, 000 


rm 042, ( 000 


1, 042, 000 





Description 1951 actual 





. General office 
. Legal section x 

3. Inspection of safety appli: ances _ - - 
. Inspection of hours of service 

5, Inspection of signal systems_._- 


$164, 292 
19, 325 
492, 875 
96, 642 
193, 234 


Obligations incurred. ----- 9 36, 421 








1952 estimate 


1953 estimate 





ae. = 
32 140 
104, 400 
208, 800 


1, 044, 000 





$177, 140 
20, 840 


1, 042, 000 





578 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade - 

Personal services: 
Permanent positions ; 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
Travel__ ; 
Transportation of things 
Communication services 
Other contractual services 
Supplies and materials 
Equipment 
Taxes and assessments 


02 
03 
04 
07 
0s 
9 
15 


Obligations incurred 


Analysis of expenditure 


195 


Unliquidated obligations start of year 
Adjustment in obligations of prior years 
Obligations incurred during the year 


1 
Deduct: 
Unliquidated obligations, end of year 
Obligated balance carried to certified claims account 


Total expenditures 


Expenditures are distributed as follows 
Out of current authorizations 
Out of prior authorizations 
Out of anticipated 1952 supplemental for pay increases 


Locomotive INsPEcT! 
Obligations by objects 


Object classification 195 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week hase 
Payment above basic rates 


Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Other contractual services 
Supplies and materials 
Equipment 
Taxes and assessments 


Obligations incurred 


Object classification | 195! actual 


Obligations by objects 





} 
1952 estimate | 1953 estimate 


$6, 596 | 
GS-10. 4 | 


$6. 630 
GS-10. 4 


GS-10. 2 


| | 
$766, 752 | $814, 106 | 
5 3, 131 | 3, 123 
7 1, 000 | 1, 000 


818, 


$812, 114 
25 
767, 009 
192. 041 | 
210 | 
990 | 
381 
4, 260 
1, 491 
39 | 


237 


966, 421 1, 044, 000 | 
| | 


8 


' | 
lactual | 1952estimate | 1953 estimate 
| | 


> 
$28, 169 

6,035 |___. 
996,421 | 1, 044, 000 | 


, 000, 625 | 


$71, 042 


$83, 210 | 


~ 1, 042, 000 
1, 127, 210 | 1, 113, 042 


83, 210 | 71, 042 | 73, 636 
25 | = } erie 


917,390} 1,056,168 | 


1, 039, 406 


914, 190 | 
82, 378 
59, 600 | 


883, 325 969, 060 
34, 065 | 68, 946 


1, 400 


ON 


l actual | 1952 estimate | 1953 estimate 


1il | 
109 | 


107 | 


| 106 
106 | 


105 


$5, 051 


| $5, 627 | 
GS-8.3 


GS-8.4 | 


$5, 738 
GS-8.3 


$593, 967 
2, 284 | 
1, 549 | 


$549, O81 $600, 939 

2,312 

1, 549 
597, 800 

150, 082 | 
‘0 
1,750 


549, O81 
140, 261 | 
4 
2, 336 
600 | 
264 
544 
620 
73 


604, S00 
150, 482 
50 
1,750 
460 | 
1, 640 | 
1, 668 
150 


753, 600 | 


460 
1, 640 
1, 668 

150 


*¢ 


695, 783 761, 000 





Analysis of expenditures 





1951 actual | 1952 estimate | 1953 estimate 
| 








Unliquidated obligations, start of year____..____- at Fae $27, 732 | $57, 577 | $51, 139 
Adjusttnent in obligations of prior years__ -_- oe , 540 | 
Obligations incurred during the year 


695, 783 | 753,600 | ‘761, 000 


| 
| 
[ PSST POY: WE CECE STEMS MLL nde LIN 


725, 055 | 811,177 | 812, 139 

Deduct: | | 
Unliquidated obligations, end of year- 57, 577 | 51, 139 53, 770 
Obligated balance carried to certified claims account 10 | 


760, 038 758, 369 


Total expenditures___- aaa od 667, 468 | 


Expenditures are distributed as follows: | 
Out of current authorizations. -- : L 638, 437 | 657, 138 | 707, 730 
Out of prior authorizations : , : eines 29, 031 | 57, 000 19, 539 
Out of anticipated 1952 supplemental for pay increases. __| 4 45, 900 | 1, 100 

| | 








Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this morning the Interstate Commerce Commis- 
sion. We are delighted to see so many of our distinguished friends 
here with us. We have the Chairman, Mr. Rogers, Commissioner 
Aitchison, Commissioner Mahaffie, Commissioner Splawn, Commis- 
sioner Alldredge, Commissioner Patterson, Commissioner Mitchell, 
Commissioner Cross, and Commissioner Knudson. That is all of 
them, is 1t not? Also our distinguished Secretary, Mr. Bartel; 
Mr. Wise, Budget Officer, Mr. Blanning, Director of the Bureau of 
Motor Carriers; Mr. Jensen, Director of the Bureau of Traffic; Mr. 
Stevens, Director of the Bureau of:Transport, Economics and Sta- 
tistics, Mr. Douglass, Director of the Bureau of Valuation; Mr. 
Davidson, Director of the Bureau of Locomotive Inspection; and Mr. 
Mullen, Chief Examiner. 

Gentlemen, you were nice to come over here this cold morning. 
It is good to see you all, and we wish you a happy new year. 

How are you, Mr. Commissioner? This is the first time we have 
seen you in a couple of years. You look well. 

Mr. Arrcuison. For a gentlemen of my advanced years I am very 
well, thank you. 

Mr. Tuomas. Why, you are the youngest man in the room. 

Mr. Chairman, if you have a statement for us, or if any of the 
Commissioners have a statement, or any of the Bureau Chiefs, we 
will be delighted to hear you as long as you want to talk. 

Mr. Parrerson. Commissioner Mahaffie has a statement. 

Mr. Tuomas. Commissioner Mahaffie. 


GENERAL STATEMENT 


Mr. Manarriz. There has been presented to the committee, in 
considerable detail, our justifications in support of the budget estimates 
for the Interstate Commerce Commission covering the three separate 
appropriations, ‘General expenses, railroad safety, and locomotive in- 
spection.”” My statement will be brief and will call attention to the 
principal highhghts. 

In submitting our estimates to the Bureau of the Budget, we pre- 
sented our needs in order that the minimum essential services would 
be provided for in the administration of the provisions of the Interstate 
Commerce Act and related acts to the end of developing, coordinating, 
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and preserving a national transportation system adequate to meet the 
needs of the commerce of the United States and more particularly, 
and at this time, of the national defense. Only by economical and 
efficient operation by the Commission in the administration of the 
acts it administers can the national transportation policy of the Con- 
gress be carried out. 

To promote safe, adequate, economical, and efficient service and 
foster sound, economic conditions in transportation and among the 
several carriers; and to encourage the establishment and maintenance 
of reasonable charges for transportation services, without unjust dis- 
crimination, undue preference or advantages, or unfair or destructive 
competitive practices are all important factors in the national trans- 
portation policy and in the duties of the Commission. Adequate funds 
must be made available to the Commission if it is to perform these 
duties. a 

The budget estimates now before you are considerably below the 
estimates submitted by the Commission to the Bureau of the Budget 
and we have, of necessity, revised our justifications to the basis of the 
budget estimates. 


APPROPRIATION—-GENERAL EXPENSES 


The budget estimate for 1953 is $9,975,000 including $782,000 for 
the pay increase, and provides 1,830 positions. Deducting the pay 
increase, the amount of the budget estimate leaves $9,193,000. This 
amount is $525,600 less than the amount available in 1951, and 
$630,000 below the budget estimates for 1952 excluding $719,000 to 
take care of pay increases under Public Law 201, Eighty-second 
Congress, approved subsequent to the submission of the budget 


estimates. 

The appropriation for ‘‘General expenses” for the fiscal year 1951, 
excluding $171,000 rescinded by chapter XII of Public Law 253, 
Eighty-second Congress, was $9,718,600 and provided for 1,902 posi- 
tions. In view of the drastic cut in prospect under the then pending 
1952 appropriation, we did not, during the last few months of the 
fiscal year 1951, fill vacancies and thus on July 1, 1951, our personnel 
had been reduced to 1,762. 

The budget estimate for 1952 was $9,823,000 and provided for 
1,935 positions. The appropriation for 1952 is $8,784,935 or 
$1,038,065 below the budget estimate, and provided a maximum 
number of 1,762, the number of positions filled on July 1, 1951. 
However, because of the reduced appropriation, a further estimated 
reduction in personnel of 208 to bring the employment to approxi- 
mately 1,554 by June 30, 1952, is necessary. As of January 1, 1952, 
the number of positions totaled 1,652. 

In 1940 the total appropriation for activities now included under 
the appropriation ‘General expenses” was $7,867,000 and provided 
for 2,545 positions. The difference between this appropriation and 
the budget estimate for 1953 represents an increase of $2,108,000 and 
a reduction in the number of positions of 715. However, the estimated 
cost in 1953 of congressional salary increases enacted since 1946 totals 
$2,933,930. Thus, if we deduct this amount from the budget esti- 
mates for 1953, we find that there would be a net reduction of $825,930 
below the appropriation made in 1940. 
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Prior to the enactment of the Motor Carrier Act in 1935, less than 
1,600 carriers (rail, water, pipeline, electric railway, express and pull- 
man companies) were subject to our jurisdiction. The Transportation 
Act of 1940 made numerqus amendments and added part HI which 
related to carriers by water and enlarged the jurisdiction of the Com- 
mission over these carriers. The declaration of a national transporta- 
tion policy, added at this time, charged the Commission with the 
tremendous responsibility of exercising its regulatory powers to the 
end of preserving each form of transportation, of protecting all of 
them from each other, and guarding against destructive competition. 
That declaration must be read with each part and section of the act. 
In 1942, part IV of the act was added, conferring jurisdiction over 
freight forwarders. Today the Interstate Commerce Commission has 
jurisdiction over approximately 22,000 carriers, whose revenue during 
the last fiscal year aggregated about $16% billion. In addition, many 
thousands of exempt or private motor carriers are included within 
our regulations as to safety of operations and hours of service. Look- 
ing realistically at the Commission, the highly trained and loyal staff 
of examiners has been decimated in the last 10 years because of the 
Commission’s inability, due to inadequate appropriations, to fill vacan- 
cies caused by death, retirement, and resignation. Not only has the 
volume of work increased by reason of the many added duties imposed 
by acts of Congress, including parts III and IV of the act, the Ma- 
haffie Act and the Reed-Bulwinkle Act, but also by reason of the 
fact that the number of carriers subject to regulation has been multi- 
plied manyfold. Congress, by imposing successive appropriation cur- 
tailments on the Commission has compelled the reduction of the 
number of employees from 2,545 authorized tor 1940 to 1,652 on 
January 1, 1952, and in order to stay within the current appropriation 
a further reduction will be necessary. However, it should be stated 
that we have submitted to the Bureau of the Budget a request for 
approval of additional funds for the current fiscal year. We have 
not been advised up to this time of the action of the Bureau of the 
Budget on our request. 

In our sixty-fifth annual report to the Congress, for the year ended 
October 31, 1951, we have included a chapter showing the effect of 
reduced appropriations, which for convenience I have had reproduced 
and attached copy thereof. Because of delay in receiving this annual 
report from the Government Printing Office, it has not as yet been 
submitted to the Congress but it should be available within a few 
days. 


BUREAU OF SAFETY 


This Bureau administers laws which are intended to promote the 
safety of railroad employment and travel, principally the safety 
appliance law, the hours-of-service law, the signal inspection law, 
and the accident investigation law. Each requires continuous 
inspections and investigations on railroads throughout the country. 

Normally there are 57 safety appliance field inspectors, 2 assigned 
to each of 28 field territories and 1 to cover special assignments. Four 
vacancies and two inspectors incapacitated and retiring on account of 
disability have resulted in five field territories having only one in- 
spector assigned, thus reducing the number of inspections and in- 
vestigations which can be made. The one inspector on special 
assignments has been assigned to a field territory. 
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Normally there are 13 hours-of-service field inspectors, 1 assigned 
to each of 12 field territories and 1 on special assignments. Three 
vacancies have necessitated the reduction of field territories from 12 
to 10. This results in substantial delay in investigating and cor- 
recting legal and unsafe railraod practices. 

Our force of signal and train-control inspectors has never been 
adequate. There are now two vacancies. 

In the investigation of accidents the field work is performed by 
safety appliance, hours of service, and signals- and train-control 
inspectors, together with assignments from the office staff inspecial 
cases. The time which the field inspectors are required to devote to 
this accident investigation work necessarily results in considerable 
reduction in the volume of inspection work in their respective fields. 
Vacancies in nine of these field positions reduce availability of in- 
spectors for assignment to accident investigations. 

If necessary inspections and investigations are not made currently, 
unlawful or unsafe conditions may continue without detection or 
correction, and the protection to railroad passengers and employees 
which is intended to be provided by these laws is not obtained. 


“ BUREAU OF LOCOMOTIVE INSPECTION 


The functions of this Bureau are established by the provisions of 
the Locomotive Inspection Act, as amended, which also provides for 
65 locomotive inspectors. There has been no increase in the author- 
ized number of inspectors for more than 25 years. 

The Budget Bureau’s estimate of $761,000 for the fiscal year ending 
June 30, 1953, will provide only 62 inspectors as compared with 65 
authorized by law, and will not permit the filling of three clerical 
positions which are now vacant, also a substantial reduction in the 
amount requested by the Commission for travel expenses. 

The percentage of locomotives inspected found defective has in- 
creased from 7.13 in the fiscal year 1949 to 10.75 in 1951. This trend 
continues during this fiscal year and indicates a need for an increase 
rather than a decreased inspection force. 

With the increased volume of Government and other traffic it is 
important that locomotives be properly maintained and safe for serv- 
ice. Curtailment of our inspection force will result in the use of more 
unsafe locomotives. 


EFFECT OF REDUCED APPROPRIATIONS 


This topic should be discussed under two general headings: ‘‘Gen- 
eral expenses”’ and “Railroad safety and locomotive inspection.”’ 


GENERAL EXPENSES 


The appropriations for general expenses for each fiscal year begin- 
ning with 1940; the estimated cost of congressional salary increases 
from 1946 to 1952, both inclusive; and the amount available for other 
than estimated congressional salary increases, are as follows: 





Amount avail- 
| | able for other 
| Estimated cost | than estimated 

ofcongressional; congressional 

| salary increases | salary increases 
| (column 2 less 
| column 3) 


| Total appro- 


Fiscal year iati 
: priation 


(2) (3) (4) 


SS. eee 
7 MUOKMOR Fos wncawaseds 
8, 104, 940 |.....--- 
, 152, 142 
, 605, 000 
, 499, 700 |___- bat Bes 
, 410, 338 $748, 396 | 
9, 043, 100 1, 588, 974 | 
9, 200, 000 1, 577, 459 
9, 710, 317 2, 185, 360 
9, 761, 700 | , 324, 025 
9, 718, 600 | 2, 315, 841 
8, 784, 935 | 2, 126, 845 | 6, 658, 090 
| 


The estimated cost of pay increases authorized by public laws 
since 1946 will absorb $2,126,845 of the appropriation for 1952; that is, 
the appropriation .of $8,784,935. The appropriation for general 
expenses in 1946 was $7,410,338. The average employment in 1946 
was 1,839.3. The average employment estimated for 1952 is 1,682.8. 
The average employment maintained out of the appropriation for 
general expenses for each fiscal year since 1940 is as follows: 


1940_.......... 2, 439. 9 | 1945_- tain) Ag ds OP RAID. . a. ce cee Ay 

on, ER 2, 521. 4} 1946 bea | ek) oe. “eee © 

1942. --........ 2,447.6) 1947____. _.. 2,025. 7} 1952_ ? _ 11, 682. 8 
2, 149. 6) 1948 2,011. 1 


1, 865.311949.._.________. 1,978 8! 
1 Estimated. 


What are the effects of these radical and progressive reductions in 
personnel on the work of the Commission? First of all, there has been 
an increased pressure for greater efficiency, to offset, by savings, as 
much as practicable of the losses arising from decreased personnel. 
There have been extensive savings of this character, but estimates of 
their size are difficult for the reason that all efforts in this direction are 
and have been, in turn, disrupted and canceled out by succeeding 
reductions in personnel. 

A second effect has been increasingly serious delays in the produc- 
tion of work. This poses two alternatives, both of which it has been 
necessary to adopt. A particular phase or phases of the work may be 
deferred indefinitely, perhaps entirely dispensed with, or such activity 
or activities may be continued as before but with decreased efficiency 
or effectiveness, or both. 

A third effect of the decreasing personnel is a growing casual and 
superficial consideration of many important matters. Lack of staff 
to perform properly a given segment of work engenders the view that 
neither thorough nor careful consideration or performance are impor- 
tant and this, in turn, tends to impair the morale of the remaining 
available staff. There is growing complaint that the records in 
important formal proceedings are not adequately analyzed and that 
the Commissioners do not possess the facilities for speedy review and 
investigation which many take for granted in connection with their 
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office work. As a matter of fact, Commissioners at times have been 
compelled to conduct all the work of their offices with quite inadequate 
staff. In consequence, it often becomes necessary to call on examiners 
and analysts who have initially prepared reports and discussions in 
effect to review their own work. This is not at all the independent 
review which the Commission’s organization presupposes will be made 
in each Commissioner’s office or in each board or other subdivision 
handling matters requiring review. It is, however, inevitable under 
the existing personnel situation. 

Still another effect is the inability of the Commission to comply 
with all the provisions of the statutes for the collection, review, 
compilation, and analysis of the reports from the carriers. This 
incapacity, arising from inadequate personnel, reflects itself first in a 
failure to attempt the procurement of all data which should be 
required; second, in the inadequate checking and particularly policing 
of the reports and reporting; and third, in unfortunate and damaging 
delays in producing data essential to the Commissior s regulatory 
operations. 

The cumulative effect of the reductions in appropriations for 
general expenses is that for the fiscal year 1951-52 about 60 percent 
of the staff necessary for the efficient and effective performance of 
the Commission’s duties is available. Rates, fares, and charges 
authorized in formal proceedings set either a ceiling or a floor or else 
establish the just and reasonable relationships of charges on com- 
modity shipments or passenger travel, producing carrier revenues of 
many billions of dollars annually. In this vast country more than 
1,000 billion ton-miles of freight are handled annually by thousands 
of carriers, public and private. These include some 750 railroad 
companies, about 21,000 motor carriers, 77 pipelines, and 278 water 
carriers subject to regulation, and also numerous private car lines, 
freight forwarders, and the Railway Express and Pullman Co.’s. 

The deregulation of transportation in interstate commerce may be 
accomplished either directly, by the repeal in whole or in part of 
various statutory powers which the Congress has vested in the Com- 
mission, or indirectly, through reducing appropriations to a point 
where the Commission is unable to meet the statutory obligations 
imposed upon it. Regardless of whether this deregulation is brought 
about through the former or through the latter course of action, the 
consequences are, in the last analysis, the same. Deregulation is still 
deregulation. 

Although the Congress has since 1940 repeatedly expanded the 
Commission’s regulatory functions, deregulation is increasing through 
the gradual but steady reduction of the appropriations for the Com- 
mission each year. The resulting slow but steady attrition of the 
staff, aggregating in too many instances actual decimation, which 
more recently has increased with alarming speed,. is reflected in 
deterioration of morale and increasing difficulty of recruitment. The 
net result to date is an impairment of efficient administration, a 
growing inability to perform the functions and duties required by the 
statute, and a weakening of the Commission’s regulatory authority 
which has already assumed serious proportions. All this leaves the 

general public more and more helpless and defenseless. 

This is illustrated by the situation in the Bureau of Formal Cases 
where the progressive reduction in the examining force is serious. 
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That Bureau is organized to hear formal complaints, conduct formal 
investigations instituted on the Commission’s own motion and to 
supply skilled advisers to the Commissioners. The importance of 
that work is probably greater now than ever before, but the number 
of trained and experienced examiners is steadily declining. At the 
present time 40 percent of the examiners are 60 years of age or older 
and many will retire in the next few years. In recruiting new men to 
fill in the gap, low salaries and slowness in promotion due principally 
to inadequate funds cause resignations from the service after these 
men are partially trained. 


RAILROAD SAFETY AND LOCOMOTIVE INSPECTION 


The primary purpose of the laws administered through our Bureau 
of Locomotive Inspection and Bureau of Safety is to promote the 
safety of employees and travelers on railroads. Notwithstanding the 
fact that the workload of these two Bureaus has been materially 
increased because of recent developments in railroad equipment, 
notably Diesel-electriec locomotives, streamlined and other new 
designs of railroad cars, and numerous installations and extensive 
modifications of railroad signaling, this safety work has been curtailed 
because of increased travel costs*and other administrative expenses 
and restrictions upon the use of funds appropriated for these purposes. 
The safety appropriation for the fiscal year 1951 was $1,000,000, of 
which $17,000 was set up as a budgetary reserve. The 1952 safety 
appropriation is $983,000, with a limitation of $757,237 for personal 
services. 

To conform to these limitations, 16 existing and prospective vacan- 
cies in our Bureau of Safety staff cannot be filled during the current 
fiscal year, a reduction to 118 from our authorized force of 134. In 
the Bureau of Locomotive Inspection the appropriation for the fiscal 
vear 1951 was $718,600, of which $12,000 was set up as budgetary 
reserve. The 1952 appropriation is $706,600 with a limitation of 
$540,000 for personal services. To conform to these limitations 8 
existing vacancies in our Bureau of Locomotive Inspection cannot be 
filled during the current fiscal year, a reduction to 104 from the statu- 
tory and authorized force of 112. Safety work such as that carried 
on by these Bureaus cannot be deferred; if curtailed, some of the 
intended benefits are lost for the time being. If inspections and 
investigations cannot be made currently, unlawful or unsafe conditions 
may continue without detection or correction, and the protection to 
railroad passengers and employees which is intended to be provided 
by these laws is not obtained. There can be no backlog in safety 
work of this nature. 

That concludes the statement that I had to make, Mr. Chairman. 

Mr. Tuomas. It is a nice statement, Mr. Commissioner. Does 
anvbody else have a statement. 

We have gone over this budget reasonably carefully, and it certainly 
is put together in good shape. The information is in there. 


JUSTIFICATIONS FOR 1953 APPROPRIATION 
Mr. Reporter, I wonder if you will be good enough to insert page I 


in the record here following Commissioner Mahaffie’s statement, 
(The matter referred to is as follows:) 
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D1IGEST OF JustiFic ATIONS FOR APPROPRIATION ESTIMATES FOR THE FIscaL YEAR 
1953 


The budget estimates for the Interstate Commerce ‘Commission for its three 
appropriations for the fiscal year 1953 total $11,778,000 including $897,000 for 
the cost of the pay increase under Public Law 201, Eighty-second Congress. The 
appropriations for the fiscal year 1952 total $10, 474, 535. The supplemental ap- 
priation to be requested for pay increases for 1952 is $827,000, which added to the 
total appropriations for 1952 will make $11,301,535 av ailable during the current 
fiscal year. C omparing the latter amount with the budget estimates for 1953 of 
$11,778,000 shows an increase of $476,465 for 1953 over 1952, as summarized by 
appropriations in the following table and explained hereinafter in the justification 
for each appropriation estimate: 


Amount Budget 


Comparison 
Appropriation available e — ate 


1953 with 








1952 1952 


a | 
I Sse os 5 5 oe sl a cect ad $9, 508, 935 $9, 975, 000 | +$471, 065 
Sl EES SE a RS Ae tee cea NC als Clad am 1, 044, 000 1, 042, 2, 000 
Locomotive inspection. __-___-- reg tee 753, 600 761, 009 








| 11,301,535 | 11,778,000 | +476, 465 


1953 APPROPRIATION REQUEST 


Mr. Tuomas. It might be well to summarize this. This shows the 
three appropriations of the Commission proper for “General expenses, 
railroad safety and locomotive inspection,” as follows: for ‘ eneral 
expenses,”’ $9,975,000 for 1953, which is an increase of $471,065 over 
1952. For “Railroad safety” you are requesting $1,042,000 for 1953, 
which is a decrease of $2,000 from 1952. For “Locomotive inspection”’ 
you are requesting $761,000 for 1953, which is an increase of $7,400 
over 1952, making a total for 1953 ‘of $11,778,000, which includes 
$897,000 for the cost of the pay increase pli 2 Public Law 201, 
Eighty-second Congress. 


PAY-INCREASE COSTS 


What was the total pay-increase cost for 1952, Mr. Commissioner; 
do you recall? 

Mr. Manarris. Mr. Bartel. 

Mr. Barret. For 1952 it is $719,000 for the “General expenses,” 
$61,000 for “Railroad safety,” and $47,000 for ‘Locomotive 
inspection.” 
wm Mr. Tuomas. And the figure of $897,000 is the full amount for the 
three appropriations? 

Mr. Barrev. $897,000, Mr. Chairman, is for 1953. I thought you 
were asking me for 1952. 

Mr. Tuomas. It is the same, is it not? 

Mr. Barre. No, it is not. 

Mr. THomas. For 1952 it is $827,000; is that right? 

Mr. Barre. That is right. 
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Mr. Tuomas. In other wotds, you have absorbed about $70,000 of 
the 1952 costs? 

Mr. Barre. Well, the 1952 increase did not become effective until 
July 8, so we had a few days lapse in there, too. 

Mr. Tuomas. Did it not cover the entire fiscal year? 

Mr. Barrev. No, just since July 8 

Mr. Tuomas. Rather than since July 1 ? 

Mr. Barre. That is right. 


COMPARISON OF COMMISSIONS APPROPRIATIONS 1952 WITH 1953 


Mr. Tuomas. We might also put in the table on page 2 because it 
includes all the objects. _ 
(The matter referred to is as follows:) 


Comparison of the Commission’s 3 appropriations for 1952, including supplemental 
estimates for the cost of pay increase required hy Public Law 201, 82d Cong., with 
the budget estimates for 1953 


Fiscal year Comparison 
Appropriation " ————newme| (905 with 
1952 4 1953 1952 


All appropriations: j 
Positions 1, 995 2. 062 +67 


Personal services $10, 099,852 | $10, 565, 879 | +$466, 026 
Other objects ; 1, ai, ¢ 683 : 212. 121 \ +10, 438 
Total appropriations ; il, 301, f 778, | +476, 465 
General expenses: i 
Positions a6 1,762 8 +68 


Personal services » $8,683. 815 $9, , 842 | 4-$461, 027 
Other objects 820, 120 830,158 | +10, 038 
Total appropriation 9, 503, 935 ¥, 975, } +471, 065 
Railroad safety: 
Positions ; 126 126 


Personal services $818, 237 $816, 237 —$2, 000 
Other objects 225 », 763 225, 763 0 
Total appropriation 1, 044, 000 1, 042, 000 —2, 000 
Locomotive inspection: 
Positions 107 106 —1 


Personal services $597, 800 $604, 800 +$7, 000 
Other objects ‘ 155, SOU 156, 200 +400 


Total appropriation 753, 6 761, 000 +7, 400 


1 Includes oeatetien ntal estimates for the cost of pe iy increases unde r Public Law 201, 82d Cong., as fol- 
lows: ‘‘General expenses,”’ $719,000; ‘‘Railroad safety,’’ $61,000; ‘Locomotive inspection,” $47,000; total 
$827,000. 


POSITIONS AND TOTAL APPROPRIATIONS BY BUREAUS AND OFFICES 
Mr. Tuomas. And, Mr. Reporter, will you follow that with the 


table on page 4? 
(The matter referred to is as follows:) 
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Comparison by bureaus and offices of the estimated number of positions and the total 
appropriations for fiscal year 1952 including the estimated cost of pay increnses 
under Public Law 201, 82d Cong., with the budget estimates for fisca year 1953 





Bureau or office 





Commissioners and their offices... ....___. 
Secretary and his office. ___......._._- 
Administration __. 

Accounts and cost finding. -___-__- 
Finance_ SEI 

Formal cases___. 


Motor carriers: 
Administration __ _- 
Certificates __- . 
Complaints 
RR eee 
Legal and enforcement 


Ea 
Total motor carriers 
Service 
Transport economics and statistics... _--- 
Valuation- 
Water carriers and freight forwarders _- -- 
Printing and reproduction 
Total general expenses. _- 
Railroad safety 
Locomotive inspection... .............-.- 
Total, Interstate Commerce Com- 
SS SRE GREER NR Ea 


Fiscal year 1952 


Fiscal year 1953 


Comparison, 1952 
with 1953 





lA ; 
. | Appropria- 
i. | tions and 
; | supple- 
mental 
| estimate ! 


Num- 
ber of 
posi- 
tions 


Total 
budget 
estimates 


Num- 
ber of 


posi- Amount 





$312, 692 


$319, 877 
88, 235 











+21, 916 
+43, 676 





+189, 112 








115, 008 
175, 000 


+9, 229 
+58, 087 
+46, 677 

+8, 518 

+6, 521 

0 








--| 1, 995 





9, 975, 000 
1, 042, 000 
761, 000 


+471, 065 
—2, 000 
+7, 400 








11, 301, 535 








| 2, 062 





11, 778, 000 





+67 +476, 465 





1 Includes supplemental estimates for the cost of pay increases under Public Law 201, 82d Cong., as follows: 
<teneral expenses, $719,000; railroad safety, $61,000; locomotive inspection, $47,000; total, $827,000. 


Mr. Tuomas. This gives the number of positions’ by bureau and 


division. It is a very clear 


ORLIGATIONS BY 


Then also place in the record the table on page 8 which 
SD 


obligations by objects. 


table. 


OBJECTS— 


(The matter referred to is as follows:) 


GENERAL EXPENSES 


shows the 





Object classification 


Ol 


Personal services: 
Departmental 
Field _. -.-..- 


Total personal services 
Travel__ EN Se Bs 
Transportation of things. - 
Communication services 
Rents and utility services___--- 
Printing and reproduction __-- 
Other contractual services 
Supplies and materials 
Equipment_- ‘ ui 
Taxes and assessments 


Total appropriation or estimate 


| 9, 503, 935 


1952 appro- 
priation ! 


1953 budget 
estimate 


Increase 1953 
over 1952 





L 
| 
| 


} 
315 | 


5, 000 








9, 975, 000 471, 065 





1 Includes supplemental estimate of $719,000 for the cost of pay increases under Public Law 201, 82d Cong, 
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Bureau or Moror Carriers 


Mr. Tuomas. For your Bureau of Motor Carriers I believe the 
information starts on page 84, if I remember correctly, and continues 
to page 133. 1 think the important part of this is on page 91 or 92, if 
I am not mistaken. On what page, Mr. Budget Officer, is the index 
showing the workload? 

Mr. Wisr. Page 91 shows the workload for the applications of 
motor carriers. 

Mr. Txomas. I think you summarized it on one page. The table 
on page 99 shows your backlog. That is what I wanted to get in the 

record, matters pending at the end of the year. Does the table on 
page 99 accurately reflect your pending backlog for the Bureau of 
Motor Carriers? 

Mr. Wise. That is correct. 


SECTION OF COMPLAINTS 


Mr. THomas. Now, the tables on pages 96, 97, and 98 show the 
matters referred to section, progress of work and matters disposed of, 
and the table on page 99 shows your backlog or matters pending at 
end of year. 

Mr. Wise. For the Complaints Section of the Bureau of Motor 
Carriers. 

Mr. Tuomas. We will insert the table on page 99 in the record at 
this point. 

(The matter referred to is as follows:) 


Number of proceedings (fiseal years) 
Actual Estimated 


1950 1951 1942 1953 


Matters pending at end of year: 
Finance applications 3 aes ee 2 } 219 224 
Other applications . ; 2, 1 2,385 | 2,306; 2, 637 2, 763 
Rate proceedings and investig: itions | “ 355 335 : 334 
Finance applications for temporary authority 4 . 6 j 6 
Petitions for reconsideration and rehearing: 

Finance applications es ene t 35 55 c 113 
Other applications Bat oe v6 224 3 556 72% 
Rate proceedings and investig: ations. _. ee 2 { 204 


Total matters pending te ee Ga ‘ 2, 844 3, 27 3, 292 . 002 4, 366 





Mr. Tuomas. That only applies to one section, and that is the 
Section of Complaints? That is the section where you have your big 
backlog of applications pending and applications for modification, 
and so forth? 

Mr. Manarriz. That is correct. I think that is the worst backlog 
we have. 

Mr. Puiuuirs. That applies to one section in the Division of Motor 
Carriers? 

Mr. Tuomas. Yes. I believe you have 124 positions in that 
section, is that correct? 

Mr. Manarriz. That is the number of authorized positions, yes, 
sir, for 1952. 

Mr. Tuomas. You want to step that number up to 134 for 1953, 
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BACKLOG 


Will someone discuss this backlog briefly with us? There you have 
finance applications, other applications, rate proceedings and investi- 
gations, finance applications for temporary authoritv, and petitions 
for reconsideration and rehearing. Under petitions for reconsidera- 
tion and rehearing, other applications you have 722. Now, you have 
an estimated backlog in number of proceedings, if I read your figures 
correctly, at the end of the fiscal year 1953 of 4,366. Then that is 
broken down into some half-dozen different categories. For 1952 it 
is 4,002. What is that backlog now, and how long will it take you to 
get this backlog behind you at your present rate of activity? 

Mr. Manarrie. It is going to get worse at the present rate of 
activity, Mr. Chairman. 

Perhaps Chairman Rogers, who is in charge of the Bureau of Motor 
Carriers’ activity would make a statement on that. 

Mr. Tuomas. What about it, Mr. Chairman. 

Mr. Rocers. Mr. Chairman, this is the same backlog that we have 
been telling this committee about for 4 or 5 years, and it is steadily 
getting worse, growing like a snowball. 

Mr. THomas. You were given $100,000 additional in 1950 to help 
get rid of that backlog; did it help any? 

Mr. Rocers. You will recall that I told you at that time that if you 
would give us $800,000 for each of 2 years that we would clean up that 
backlog. Instead of that you gave us $200,000, and indicated that 
we ought to clean it up in 6 months. Now, the major part of the vear 
was gone before we got the $200,000. 

Mr. Tuomas. You mean $200,000 additional? 

Mr. Rogers. Yes. 

Now, you indicated a while ago, Mr. Chairman, that we wanted to 
increase this section by 24. That is what the Budget recommends. 
That is not what we thought we ought to have. 

an a 

Mr. Tuomas. I have on my chart that it is an increase from 124 to 
134 or 10. 

Mr. Rogers. That is as far as we got with the Bureau of the Budget, 
but that by no means is sufficient to meet the situation. 

You understand, before an applicant can start an operation, that is, 
on which has not already been authorized, he must come to us with an 
application which must go to hearing, and that is what this backlog is, 
applications which have been filed, and where we simply cannot get 
around to them to hear them and decide them. 

We have at the present time, January 15, 1952 1,400 applications for 
operating authority that we have not been able to assign for hearing. 

We also had 1,080 other applications that had been heard, but we 
just have not an adequate force to read and study the record and get 
up a draft report. 

I might say, too, that we have held no hearings in the field to 
speak of since September, and we are not holding any in January. 
The folks are right on our necks, and the Members of Congress are 
on our necks to hear these cases, but we simply cannot get around to 
them. 

That is also true in the case of the finance applications where we 
do not have as many, and also the rate proceedings and investigations. 
To my mind Congress is going to have to make up its mind whether 





we are going to have any sort of adequate regulation of motor carriers 
or whether we are not, and we are not giving it now for the sole 
reason that there is a lack of money available. 


LAST ANNUAL REPORT OF THE COMMISSION 


I call your attention to the last annual report of the Commission 
on page 20. Weare prone, and have been in the past, to think of the 
motor carrier as a small potato in the transportation field, but that table 
shows, on page 20 of our last annual report, that the operating reve- 
nues of the motor carriers reported to us amount to 45 percent of the 
rail revenue reporting to us. Now, gentlemen, that is simply the 
interstate carriers reporting to us. It does not involve the intrastate 
carriers or the private carriers, and if we are going to do anythingin 
regulating this industry we are going to have to have more help to do it 

I want to call attention in that same report to another feature. 
We have already gone over the appropriation that is recommended 
by the budget for the Bureau of Locomotive Inspection and _ the 
Bureau of Safety. Now, those deal with rail safety only. 


BUREAU OF MOTOR CARRIERS SAFETY SECTION APPROPRIATION 


I do not want to be misunderstood as saying that we have to or 
should reduce the budget for rail safety, but I do want to call the 
attention of the committee to the fact that with over 20,000 motor 
carriers operating more than 1,000,000 vehicles vou appropriate 
$1,800,000 for rail safety, and the budget recommends for the Safety 
Section of our Bureau of Motor Carriers $150,000. 

Mr. Tuomas. Mr. Commissioner, if you add to that figure the 
amount that the 48 States appropriate for the same purpose you 
would find that it would run into quite a figure. 

Mr. Rocers. The 48 States do not do any such thing. That is 
a mistaken idea that this committee and the Congress and the budget 
is laboring under. 


STATES WANT COMMISSION TO POLICE AND ENFORCE HIGHWAY SAFETY 
REGULATIONS 


The States could not touch this regulation if they wanted to, 
because as a matter of law, and there are enough good lawyers on 
this committee to know that, the Federal Government having occupied 
the field, the States could not get into it. 

On the other hand we just recently had a meeting out in Chicago 
involving the handling of explosives and the States came in and said 
that they could not undertake to do this type of policing through 
State regulations. Now, last vear we had over a billion tons of 
explosives handled on the highwavs of this country, and we just do 
not have anything like enough people to volice it. 

Mr. Tuomas. Do vou mean to say that the States want you to 
police their own highways for them? 

Mr. Rocrers. They want us to police and enforce our own safety 
regulations which Congress has directed us to do, and they say they 
cannot undertake to do it themselves. That is testimony on behalf 
of the States, and it is not 1 month old. 


93850——52—pt. 1———38 
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Take in our safety inspectors, we have 22 for the entire United 
States, and Mr. Phillips’ State of California has over 500. 

Mr. Purires. What is it we have 500 of? 

Mr. Rocrrs. Highway patrolmen and. others enforcing your Cali- 
fornia Motor Carrier Act. 


PERSONNEL BUREAU OF MOTOR CARRIERS 


In the Bureau of Motor Carriers in 1941, and I have explained to 
this committee before how this came about, we had a rather reasonably 
adequate staff before the Second World War. We had a total in 1941 
of 1,184 people in the Bureau of Motor Carriers, but they were all, for 
the most part, younger people, and they went into the service, and 
there was not any such thing as replacing them at that time, and in 
those years we cut back the service because we just could not get 
people, not because we did not need them. 

Now that we can get these poeple we cannot get the money with 
which to employ them. 

In 1941 we had 1,184 people in the Bureau of Motor Carriers, and 
nobody ever entertained the idea for a single moment that that was 
too many. Now we are down to 650 for the current year, and for 
next year they are going to give us less than that. 

The Secretary tells me, or reminds me, that if it were not for the 
help that we are getting from the Defense Transportation Agency and 
the money that we are getting from their working with us to help them 
to do their work with some of our field force that 650 would be lessened 
by some 255. 

Mr. Tuomas. Is that figure correct? The Defense Transportation 
Agency was only given 225 employees this year over and above these 
set up in your budget. Do you mean that all of these are in the 
Safety Section or the Bureau of Motor Carriers? 

Mr. Rogers. No, 55. 

Mr. Tuomas. I thought you said 255. 

Mr. Rocers. I did, but I misunderstood it. 

Now, as to our safety inspectors in 1951 we asked for 46. 


STATES CANNOT ENFORCE COMMISSION HIGHWAY SAFETY REGULATIONS 


Mr. THomas. Commissioner, explain to us quickly why the States, 
and the good State of California, which you just mentioned, where 
they have 500 patrolmen on their highways cannot enforce this law 
like you gentlemen. Is there any prohibition in law against that? 

Mr. Rogers. Yes, sir; because as a matter of law they have no 
jurisdiction. That is the first reason. 

Mr. Tuomas. What do you mean when you say that they have no 
jurisdiction? Do you mean that where a truck is traveling over the 
State highways of California that those patrolmen of the State of 
California do not have any jurisdiction over that truck? 

Mr. Rogers. No, not in enforcing our safety regulations. 

Mr. Arrcutson. Could I say a word there, Mr. Chairman? 

Mr. Tuomas. Yes, sir. 

Mr. Arrcnison. The Supreme Court had up the question in the 
Headlight case coming up from the State of Indiana (242 U.S. 255), 
that where this Commission had acted and prescribed what the stand- 
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ards should be for headlights on locomotives it superseded the juris- 
diction of the State to deal with that subject. The question was left 
open, and was decided in the Napier case. See also Lowisuille & N. R. 
Co. v. Hughes, 201 Fed. 727. 

Mr. Rogers. Also if you read the Georgia Fire-Door case, Napier 
v. Atlantic Coast Line R. Co. (272 U.S. 605), you will find that Georgia 
had a law which required automatic fire doors on locomotives, and 
the Supreme Court said they would not give any relife, that if relief 
was to be afforded they would have to come to the Commission, that 
we had jurisdiction over it. 

Mr. Tuomas. I think you are right when it comes to some mechani- 
cal device on 8 locomotive, but when a man is driving recklessly, 
speeding or overloading his truck, the State highway patrolman will 
take care of those things. 


HOURS OF SERVICE LAW 


Mr. Rogers. One of the most flagrant cases or instances of viola- 
tions is where the driver of the vehicle drives overhours, violating our 
hours of service law. Now the operator of the vehicle starts out of 
Houston, Tex., for Chicago. How is any one State going to regulate 
him on his hours of service under those circumstances? 

Mr. Puiuurrs. I do not know, but they do in California. 

Mr. Rogers. Not on interstate vehicles. 

Mr. THomas. How many people would it take for the Interstate 
Commerce Commission to police each one of those trucks to see that 
a driver does not drive more than 8 or 9 hours at a time, or whatever the 
limitation is that a driver can drive without rest? It would take a 
young army to do it, would it not? It would take 5,000 men. 

Mr. Rocers. It would if we tried to follow each one of them, but we 
require a safety report, it being part of the safety program among the 
operators themselves. 

We asked for 94 safety inspectors last year, and we wound up with 
22 to cover the United States. We are not asking for anything at all 
that is ridiculous or out of reason. 

Take the case of our special agents. We asked for 36 last year, 
and the Budget wound up with 11, and we wound up with 6 for the 
whole United States, so it is just a perfectly hopeless condition. 

Mr. Puixures. I want to clear this up in my mind. Is not this a 
technicality? Take the case of the truck driver who drives such long 
hours that he is exhausted and an accident occurs. You say that 
the State of California patrolmen could not enforce the Federal laws 
on that subject. That may be a correct statement, but the State of 
California patrolmen as of this day are enforcing the laws of that 
State which, therefore, makes this a duplication of the service per- 
formed in California. 

It may be unfortunate that vou chose that example, because I was 
in the State Legislature when we had a number of serious accidents 
due to drivers being compelled to drive 12 hours, or having no relief 
driver, so they took the next run out. I have heard of none of those 
particular cases in California in the last 12 years. 

Mr. Rogers. I was talking of the car patrol of the California 
commission not doing all of this, just saying it is absolutely hopeless 
for them to administer our act. 
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Mr. Puituips. We are trying to administer the California acts, and 
the California acts make yours a duplication. Why do you want to 
duplicate enforcement in California? 

Mr. Rocers. If that is true, Congressman, you ought to take it out 
of the Motor Carrier Act. For instance, here is a man starting from 
Houston, Tex., to go to San Francisco. How are the California people 
going to know how long he has been driving? 

Mr. THomas. What difference does it make whether you know how 
long every man who is in a truck has driven; what can you do about it? 
Mr. Rocers. We are going to prosecute him if he violates the law. 

Mr. Putiuips. The answer to that is very simple. To do what the 
witness desires to do, the ICC would have to have 500 men in the State 
of California alone. 

Mr. Rocers. No, we would not; that is not the way we are going to 
do our safety work. 

Mr. Puiuups. But every truck coming into California has had to 
stop on the way. 

Mr. Rocers. For what purpose would he stop? 

Mr. Puruurps. To check his weight, his brakes, and check his load. 

Mr. Rocers. Yes, but they do not check him as to whether he is 
complying with our regulations or not. 

Mr. Yates. This argument would presume a uniform safety code 
for each of the States. For instance, something that may be perfectly 
legal to carry in the State of Texas may be illegal to carry in the State 
of California. As I understand the picture, it was the purpose of the 
Motor Carrier Act to provide for the regulation of interstate commerce. 

Mr. Rogers. The majority of the States do not have any hours or 
regulation in that respect. 

Mr. Yates. Between the States, on freight service and rates, can 


you point out an instance for the record where there are cargoes that 
are illegal for motor carriers to carry, which are illegal in one State, 


and not in another? What about explosives? Is it illegal to carry 
explosives within any State? 

Mr. Roaers. I will ask Director Blanning to speak on that. 

Mr. BLanninGc. You are referring to the commodity being carried 
on the truck? 

Mr. Yates. That is correct. 

Mr. Biannina. There is practically no difference between the 
States as to the commodities that may be carried on a truck. Very 
few States have any safety regulation on that, and neither do we. 

On the question of explosives we have certain requirements which 
must be complied with, and they have certain requirements for the 
operation of the truck itself. A number of the States have adopted 
the same regulations we have in that respect, and a good many have 
not adopted them. As to those that have adopted ours as applying 
to intrastate transportation, the same regulations applies as in inter- 
state. Some States have not adopted any regulation at all. 

Mr. Yates. What about the question that Mr. Phillips raised as to 
unnecessary duplication? If the States already have in being safety 
regulations pertaining to intrastate shipments which substantially are 
in accordance with those of the Interstate Commerce Commission, 
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may he not have a point with respect to the enforcement of such 
standard regulations? 

_ Mr. Buanninc. There is a difference between the State regulations 
and ours. Ours do not deal with commodities or in very few cases, 
but with the safe operation of the vehicle and the character of the 
vehicle. 

Mr. Tuomas. Commissioner Rogers said a while ago that a good 
many of the States have no safety regulations. 

Mr. Rocers. No, not safety regulations, but hours-of-service 
regulations. 

Mr. Tuomas. All right; how many States do not have hours-of- 
service regulations? 

Mr. Branning. I do not know the number of them, but it is 
comparatively few that have such regulations. 

Mr. Tuomas. Why should the Federal Government go into X 
State if X State has its own regulatory body, and they do not choose 
to have hours-of-service regulations? Why should the Federal 
Government step in and say you are going to have them as far as this 
vehicle is concerned, if all that vehicle does is travel over the State’s 
highways and it is the State’s people who are in danger if they do want 
to take care of it that way? Why should the Interstate Commerce 
Commission and the Federal Government try to do something for 
them that they do not want done for them? 

Mr. BLanninea. Well, take for example, the State of Michigan 
which has an hours-of-service law which applies only in that State. 
There a man can drive for 9 hours up to the State border, and also 
9 hours within the State without violating the State law. The State 
of Ohio has a somewhat similar provision. 

Mr. Tuomas. It only applies in a good many States to those driving 
within the State’s jurisdiction? 

Mr. Buiannina. No, in most States there is no limit on the hours of 
service at all, but in those States which do have it there are only a few 
which take into account the hours driven before they come to the State 
boundary. Our work is confined almost entirely to dealing with the 
carrier himself and checking from the carrier’s records. 

Mr. Tuomas. Of course, the States could very easily handle that 
situation if it was a matter of great concern to them. They could 
very easily say if a man is driving on our highways he cannot drive 
more than 8 hours a day, and if he has been driving on somebody else’s 
highway for 8 hours he cannot come into our State. It would be very 
simple for them to handle, and that would be within their jurisdiction. 
Here, again, it gets right back to the Federal Government trying to 
tell the States exactly what they ought to do, and it may be for their 
own good, but we are going to have to keep tab on all of our citizens 
in the various States, and it would take an army to do that. 

Mr. Puriuips. Mr. Chairman, the witness has handed me a state- 
ment from testimony which involved testimony of representatives of 
11 different States. He has handed it to me in the belief that this 
supports his side of the argument. I could submit it as supporting 
my side of the argument very easily, because in the 11 instances he 
cites the complaint is that there are not enough officers to enforce 
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the laws. If New York State has 247 officers, and another State 
has 197 officers, and another State 187 officers, and that number is 
not adequate to do it now, and 247 are not adequate in Maryland to 
do it, and so on down the line, why I think the argument for giving 
a few dozen enforcement officers to this agency falls of its own weight. 

I particularly call your attention to one statement here by one of 
the State officials which says of New York State that the problem 
is that they cannot stop the trucks in the stream of traffic. 

They are all local difficulties of the States, in my opinion. I 
think the witness should be permitted to say what he thinks about it, 
but there is also something further here that I wanted to call your 
attention to. Back as far as 15 or 20 years ago, when I was more 
familiar with this subject than I am now, the Council on State 
Governments, which is mentioned here, was investigating it and is 
still investigating it, and has been trying to break down the dif- 
ferences which Mr. Yates spoke about, the differences in laws and 
restrictions imposed upon trucks in different States, which is definitely 
a State matter. 

POSITIONS IN FIELD 


Mr. Tuomas. Out of your 650 employees you have 290 listed here 
as field. What do those 290 people do in the field? Is that in addition 
to your 22 safety inspectors? 

Mr. Buannina. That includes the 22 safety inspectors. 

Mr. Tuomas. What do the other 268 people do in the field? 

Mr. Biannina. In addition to the clerical staff we have 16 districts, 
each of which is headed by a district director. In addition to that we 
have 94 supervisors which are situated, I think, in 69 separate offices. 
We also have a few special agents investigating violations. 

Now, the priicipek function of the supervisors and of the district 
directors is to pass on information to the public, giving advice to the 
public on the administration of the Motor Carrier Act, and to help 
them in determining the rights they have, and also in investigating 
violations. 

They also give information to the Commission as to facts in con- 
nection with any individual application and any general matter that 
the Commission is considering. 

The biggest part of their important function is handling the tem- 
porary authorizations, where an emergency arises and where service 
is required, without waiting for a determination for at least a year. 
In those cases we have the power to give temporary authorities, and 
in those cases the request is filed with the local office which considers it, 
and a recommendation is made to Washington, and on the basis of 
the facts contained in that recommendation the Commission makes its 
decision. There are about 300 of those a month. 

They also handle each application to the extent of advising the 
Washington office as to the probability of protest and the length of 
time required for hearing. 

Mr. Tuomas. Your field people, then, are very valuable people to 
vou, are they not, in enforcement? 

Mr. Buiannina. We think that they are essential to the operation 
of the act. 

Mr. Tuomas. Yes; I agree with you. 
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What part does your Section of Certificates play? How much 
overlapping do you have between certificates and complaints? You 
have practically the same number of people, 119 in one Section as in 
the other. It seems to me that the two sections are doing one and 
the same job, are they not? 

Mr. Buannina. There is a difference in function entirely between 
the Section of Complaints and the Section of Certificates. All appli- 
cations are filed with the Section of Certificates, and there they are 
docketed, analyzed, and handled in preparation for heari ing, and after 
that is completed the application is sent to the Section of Complaints. 
There is a duplication in the number of applications handled, but there 
is no duplication in the work we do. The preliminary work is handled 
in the Section of Certificates. 

Mr. Tuomas. Just what is that preliminary work? 

Mr. Buannine. They examine the application to see if it is in 
proper shape, and enter it in the docket, and make an entry card for it. 

Mr. Tuomas. In other words, this is the clerk’s office for that 
Section. 

Mr. Buannina. As to that particular function. 

In addition the Section of Certificates handles all of the application 
for transfer where less than 20 vehicles is involved. That does not 
require a hearing. It also handles all of the temporary authority 
cases. 

Mr. Tuomas. You have another duty listed here, counseling motor 
carriers and their representatives regarding Commission practices and 
procedures and interpretation of pertinent provisions of the act. 

Mr. Buannina. That is in response to correspondence that comes 
into the Commission asking what certificates mean, whether a person 
can haul a certain commodity under his certificate or can haul to a 
certain point, and so forth. 

Mr. Tomas. It takes 119 people to do the filing and do the 
correspondence work? 

Mr. Buannina. Well, we have put in a lot of short cuts, but we 
cannot get by with the number of people we have and still do the 
work. After the hearing is over and the decision is made on the 
application it is sent back to the Section of Certificates which then 
writes the certificate itself and serves it. 

Mr. Tuomas. Can you point out, with some degree of accuracy, 
how many certificates it writes a month? 

Mr. Buannina. A month? 

Mr. Toomas. Or how many amendments it writes a month and 
how much correspondence it has a month? 

Mr. Biannina. For the month of December there were 261 certifi- 
cates or permits written in that section. There were also 189 tempo- 
rary authorities issued. There were also 136 proceedings that did not 
require a hearing. That is just the record of 1 month that I happen 
to have here. 

Mr. Tuomas. That is less than three and a half pieces of business 
per month per employee. What is the biggest part of your workload? 
Obviously that is no workload for 119 people. 

Mr. Buannina. I do not have here the detail on the workload. 
Incidentally, on the correspondence, in addition to the supervisory 
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people, there are only two men and three girls engaged there that are 
handling correspondence.of that type. I could give you a breakdown 
of the number of people that we have in each of the branches of the 
work if you desire it. 

Bureau or TRAFFIC 


Mr. Tuomas. What about your Bureau of Traffic? That is one of 
your vital bureaus. Tell us something about it. 

Mr. Manarris. That Bureau reports to Commissioner Alldredge 
who is present, and the Director of the Bureau is also present. Per- 
haps Commissioner Alldredge will discuss that. 

Mr. THomas. Yes, Commissioner. 

Mr. AuuprepGr. That is one of the important bureaus of the 
Commission. In the first place it is the custodian of all of the tariffs 
that are filed under the law by railroads, motor carriers, and freight 
forwarders. They run between 140,000 ‘and 150 000 a year. They 
have to be given preliminary checks to see that they comply with our 
rules and regulations. In that respect the Bureau has become 
understaffed, and we are not now able to cope with those tariffs. 
Then it has also the staff of tariff experts in the Commission; in other 
words, as to technical tariff questions involved and proper inter preta- 
tion of those tariffs. It also assists the Commission in arriving at its 
conclusions with respect to complaints involving those rates, and that 
is a constant everyday problem. 


USPENSION BOARD 
PROTESTED ADJUSTMENTS 


Mr. Tuomas. I notice, Mr. Commissioner, there is a table set 
out here which says, “Protested adjustments”, showing about 1,400 
for 1953 and 1,350 for 1952. Does that cover the entire work of the 
section dealing with motors, rails, and water? When you say pro- 
tested adjustments is that the full workload? 

Mr. AuuprepGe. What does that mean, all protested adjustments? 

Mr. Barrex. Yes, sir, suspensions. 

Mr. Tuomas. What else is involved besides suspensions? 

Mr. AutuprepGe. In this total? 

Mr. Tuomas. Yes. 

Mr. AttprepGe. We have a section devoted to the handling of those 
suspension questions, and I suppose that is the one you are referring to. 

Mr. Tuomas. Yes. 

Mr. ALLpDREDGE. Some of them are extremely serious, and some of 
them are of minor importance. You understand, that under the 
statute when a carrier files a tariff it may be protested by any shipper, 
and suspensions for as*much as 7 months are authorized. When those 
protests come in they are processed through that section, and they are 
finally passed on to the division of the commission which acts on it, 
and this traffic work they do is, frankly, a very considerable part of 
our work. 

Mr. Tuomas. Does this figure of about 1,400 cover all of the ac- 
tivity in connection with the entire Bureau, or is only one segment of it? 

Mr. AtuiprepGe. This is just one small segment of it. 

That involves what we call the Suspension Board. That is a section 
of the Bureau of Traffic through which all of those matters are proc- 
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essed, and there is another section through which all of the applications 
for relief against the long- and short-haul rule are handled. Then there 
are also what we call released rates, applications for the carriers to 
publish rates on commodities under released values. 


RAILROAD APPLICATION FOR GENERAL RATE INCREASE 


Mr.;TuHomas. Is there now pending before the Commission an 
application by the rail carriers for a general increase in rates? 

Mr. AuLpREDGE. Yes, sir. That is frankly the case being heard 
right now. It is being suspended this morning while we are over here. 

Mr. Toomas, How many general increases have they had since 
1945? t 
Mr. ALLDREDGE. 11 or 12. 

Mr. Tuomas. Not that many, is it? I thought it was 9. 

Mr. ALLpREDGE. No. You may be confused about it. There are 
6 formal petitions, and in many of the instances we granted interim 
increases. This year there were successive amendments to the peti- 
tions. For instance, this is really the third time we have had this 
particular proceeding up. 

Mr. Arrcuison. Yes. There were 6 final orders. I happen to be 
Chairman of the Division which has been handling all of these except 
one, and I am on this particular case. I think, there have been, count- 
ing the interim increases, 10 or 11, depending on where you start. 

Mr. Tuomas. Would you put a list of those cases in the record at 
this point. 

(The information follows:) 


REFERENCES TO DECISIONS IN GENERAL RAILROAD INCREASED FREIGHT RaTsE 
DECISIONS SINcE 1945 


1. Ex parte Nos. 148 and 162 (264 1. C. C. 695), decided June 20, 1946, and effec- 
tive July 1, 1946. This increase expired December 31, 1946. 

2. Ex parte Nos. 162 and 148 (266 I. C. C. 537), decided December 5, 1946, 
effective January 1, 1947. 

3. As appears by the first supplemental report in No. 28300, 264 I. C. C. 41, 
in connection with Er parte No. 162, the interim rates previously required were 
modified in lieu of the percentage increases previously authorized in Ex parte 
No. 162, as respects rates involved and prescribed in No. 28300, effective August 
22, 1947. 

4. Ex parte No. 166 (269 1. C. C. 33), decided October 6, 1947, effective October 
13, 1947. Surcharge increase allowed. 

5. Ex parte No. 166 (270 I. C. C. 81), decided December 29, 1947, effective 
January 5, 1948. Surcharge allowed October 6, 1947, increased, to expire June 
30, 1948. 

6. Ex parte No. 166 (270 I. C. C. 98), decided April 13, 1948, effective 
May 6, 1948. Increases allowed (in lieu of previously authorized surcharge). 

7. Ex parte No. 166 (270 I. C. C. 403), decided July 27, 1948, effective August 
21, 1948. Increases allowed April 13, 1948, continued and modified as to certain 
territory. 

8. Ex parte No. 168 (272 I. C. C. 695), decided December 29, 1948, effective 
January 11, 1949. Superseded by decision of August 2, 1949, as indicated in 
next paragraph. 

9. Ex parte No. 168 (2761. C. C. 9), decided August 2, 1949, effective September 
1, 1949. Increases authorized in decision of December 29, 1948, further increased. 

10. Ex parte No. 175 (280 I. C. C. 179), decided March 12, 1951, effective April 
4, 1951, except on grain; April 19, 1951, on grain, grain products, and grain by- 
products. Interim increases authorized, subsequently superseded by temporary 
authorized surcharges, as indicated in next paragraph. 

11. Ex parte No. 175 (2811. C. C. 557), decided August 2, 1951, effective August 
28, 1951, except on grain; September 12, 1951, on grain, grain products, and grain 
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byproducts. Temporary surcharges authorized superseded the interim increases 
made under the authority of the report of March 12, 1951, and expire February 
28, 1953, unless sooner modified or terminated by the Commission. 

(Proceeding reopened and partiallv further heard upon petition for order upon 
the basis of the original petition of the carriers—pending unsubmitted.) 

Mr. ALttpRepGE. You are speaking of the railroads. We have also 
had them for the Express Co., the Pullman Co., the motor carriers, 
and the water carriers, 

Mr. Knupson. And the pipelines. 

Mr. Tuomas. They have not had any? 

Mr. ALLpREDGE. No. 

Mr. Tuomas. They have had no increase? 

Mr. ALupRep@e. No. 

Mr. Tuomas. As to water carriers that only applies to intercoastal! 
and coastwise, up and down the coast. You have no jurisdiction 
over deep water? 

Mr. AtutprepGr. No, except the Great Lakes, of course. 


BureAv oF SERVICE 


Mr. Tuomas. I think Commissioner Knudson has to get away from 
here this morning. Will you tell us about your Bureau at this time, 
Mr. Commissioner? 


DEFENSE TRANSPORT ADMINISTRATION 


Mr. Knupson. If you will indulge me a little bit, I would like to 
speak to you for just a moment, not only as a Commissioner, but as 
Administrator of the Defense Transport Administration, the work of 
which overlaps, in some respects that of the Commission, and I 
should like to tell you, because of your interest in economy now that 
apparent duplication is being handled. 

Mr. Tuomas. How many employees did you get last vear for that 
work, 225? 

Mr. Knupson. We had 212 employees in 1952 on our DTA person- 
nel roster, and we had 200 emplovees on the working funds that were 
set out for the use of the Commission, and over-all about 413 em- 
ployees. That should be contrasted, gentlemen, with the 5,000 em- 
ployees that the Office of Defense Transportation had during World 
War II to perform the type of work that the Defense Transport 
Administration is performing, that difference in the number of em- 
ployees, between 5,000 and our present 400. 

We have asked for 1953 to be allowed to go up to 544, increasing 
the personnel by 121 emplovees. 

The difference between this number and 5,000 is to be accounted 
for, largely, by the fact that by arrangement with my brethren at 
this table, the Defense Transport Administration is using the field 
offices of the Interstate Commerce Commission. I think I could 
demonstrate on paper that, therefore, it has been unnecessary for us 
to ask other appropriation agencies and Congress and the Budget 
Bureau for something like $2 million that would have been otherwise 
needed to run the Defense Transport Administration. 

Mr. Tuomas. May I interrupt you there? What part of those 450 
employees is supplied from the President’s emergency fund—any part 
of them? 
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Mr. Knupson. Yes, all of them. 

Mr. Tuomas. Two hundred and twenty-five were supplied with 
appropriated funds, and the remainder, I presume, came from the 
President’s emergency fund. 

Mr. Knupson. No. All of the 1952 and the estimated 1953 expend- 
itures for the Defense Transport Administration are from appropriated 
funds for the purpose. We started in 1951 with the use of some 
emergency funds, but we have since had to justify our right to exist 
before congressional committees and the Budget Bureau and are 
operating presently on appropriated moneys. 

Mr. Tuomas. There is nothing immoral or illegal about justifying 
those funds, is there, Mr. Commissioner? 

Mr. Knupson. No. There is both a moral and a legal obligation 
to justify them, and I think we have done so. As a matter of fact, 
Congress was kinder to the Defense Transport Administration than 
any other defense agency. It cut back our appropriation request 
by only 5 percent and gave us a very fine pat on the back in the report 
which was issued, of which I am duly proud. I think that was in 
large part due to this economy measure to use the Interstate Com- 
merce Commission to perform some of these defense tasks. Now, if 
this committee or the Congress or the Bureau of the Budget makes 
inroads on the activities of the Interstate Commerce Commission 
personnelwise or otherwise, we will be unable to make the use of them 
that we are making now, and I will have to ask for more money for 
the Defense Transport Administration. So, if you cut the cloth on 
the one hand, we will have to lengthen it on the other. I thought in 
all earnestness I should invite that to your attention, because we go to 
another committee for our DTA appropriations. I am sure you will 
recall that we have not only to do with land transportation but with 
ports, with warehouses, with tax amortization, with the scrap pro- 
gram, and we are going to inherit, | understand, the Territories and 
possessions that are having transportation troubles now. 

The field offices of the Commission have been performing yeoman 
service for us under the working-fund arrangement we have, and I 
want to give them great credit for so doing. I am sure some of the 
work of the Commission has suffered because of the work they are 
doing for us. I do not believe our working fund is altogether commen- 
surate with the work they are verforming. We are trying to keep 
realistic, and the Commission is not making any complaints about it, 
but it is a modest sum, and I am glad to report that to this committee. 


BUREAU OF SERVICE 


With respect to the Bureau of Service, where you have the exercise 
of supervisory control of the Commission, we have this peculiar situa- 
tion existing. In the last great war it was found necessary, in order 
to move the freight cars of this country to where they were needed at 
the time they were needed, to augment the Bureau of Service. This 
was done on an emergency-fund basis. The employees never became 
full-time, long-term employees of the Bureau of Service. Then, when 
this present emergency came along, the same car shortages began to 
appear. They embarrassed everyone, including most of the Congress- 
mer last year, who were on my neck every day to get cars moved 
where they were needed. So it was thought best to build up again the 
Bureau of Service for the emergency. 
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I do not know how long the emergency is going to last. I hope it 
will be over next week so that we can get back to business as usual. 
We are augmenting the personnel of the Bureau of Service, therefore, 
on a working-fund basis with the Commission. 


REQUESTED INCREASE IN DEPARTMENTAL PERSONNEL 


We are asking in our regular Commission activity of this Bureau 
for a very modest increase in the number of departmental employees. 
We had 22 departmental and 37 field employees in the Bureau of 
Service as of July 1, 1950. This number has been reduced to 19 
departmental and 32 field as of the moment, due to the curtailment 
of the Commission’s appropriation and the Jensen amendment, and 
this number is inadequate to carry on the regular work of the Com- 
mission. It has to be understood that these men work not only in 
the car service field, but they are called on to make investigations of 
the enforcement of various aspects of our legislation. 

Mr. Tuomas. Commissioner, you have a very practical job on your 
hands. It is one that is related mostly to the war effort. 

Mr. Knupson. Yes. 

Mr. Tuomas. And trying to do the job when it has to be done. 

Mr. Knupson. That is night. 


Bureaus or TRANSPORT ECONOMICS AND STATISTICS AND VALUATION 


Mr. Tuomas. In the Bureau of Transport, Economics and Statistics 
and the Bureau of Valuation you have 236 men. Could not you 
transfer some of those statisticians over to your Bureau and do that 
job and suspend some of the statistical work until this emergency is 
over and take a little of that big load off your shoulders? From the 


operating point of view, your problem is from day to day in hustling 
cars, seeing what is wrong with the manufacturers, allocating steel, 
and so forth. 


DEFERMENT OF STATISTICAL AND VALUATION WORK 


Could not some of this statistical and valuation work wait awhile? 

Mr. Arrcutson. I would like to be heard on that, Mr. Chairman. 

Mr. Knupson. I will give you my opinion. First, the work of the 
Commission is going on as usual; there has been no diminution in 
the work of the Commission. This defense load is over and above 
what the Commission performs from day to day. As time goes on, 
I shall have to make use of the statistical work of the Commission and 
also down here in the DTA on a reimbursement basis. I do not pre- 
tend to set up our own statistical agency in DTA for that purpose. 
There again we will utilize the experts of the Commission and save 
the taxpayers money. 


RATE OF RETIREMENT OF RAILROAD CARS 


Mr. Tuomas. What is the rate of retirement in your rolling stock 
now compared to the rate of replenishment? How many new cars 
are you getting a month and how many are you taking out? 

Mr. Knupson. That is a sad story. We are retiring cars at the 
rate of between 4,000 and 5,000 a month and, because of the ‘steel 
allocations, we are barely keeping ahead of retirements. We have 
about 30,000 more cars this year than we had last year at the same 
time, and as of December this year we had fewer cars than we had 
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at the time of Pearl Harbor. And if we do not get more railroad cars 
built in this country very soon, we are going to have great car shortages 
that will embarrass the shippers and everyone concerned. 

Mr. THomas. We have heard our old friend Commissioner Munroe 
Johnson talk about this for 10 years, and he did equally as good a jog 
as you are doing in telling about the seriousness of the situation. 
But just what has been done for the last 10 years? Why the shortage? 

Mr. Knupson. Well, the railroads did not order cars in the numbers 
they needed between 1940 and 1950. In the spring of 1950 they began 
ordering cars, largely because of pressures that were put upon them 
by congressional committees, by Commissioner Johnson talking before 
the public, and since that time they have ordered a large number of 
cars. There are about 212,000 of them on order, counting the 90,000 
that have been built in the last vear. And if we could get the cars 
that are on order constructed at the rate of 10,000 a month and if 
the railroads would place on order, which I think they will, another 
100,000 cars, we could work out of this car shortage by about the first 
part of 1954. But as material allocations are going, it will be several 
years after that before we are out of the woods. 

Mr. Tuomas. You are retiring about 4,000 to 5,000 cars a month. 
How many new ones are you getting? 

Mr. Knupson. We built up to 10,000 cars a month production in 
October of this vear for the full-year period. But steel allocations 
have been cut back to 6,000 for the first quarter of 1952 and to 5,000 
for the second quarter. So that we will be building more than the 
retirement number for about 3 months; then we will drop back to 
barely above the average number of cars retired. 

_Mr. Tuomas. Commissioner Aitchison, did you want to say some- 
thing to the committee on this? 


DEFERMENT OF VALUATION WORK 


Mr. Arrcuison. I wanted to challenge the statement that valuation 
is a matter which can safely be deferred indefinitely. 

Mr. THomas. Tell us something about it. 

Mr. Arrcnison. The Congressional Reeord of Saturday, October 
20, 1951, commencing at page A-6997 of the temporary edition, in an 
extension of remarks by Senator Kerr, contains an address I made to 
the National Association of Railroad Commissioners on this subject. 
I would like to have permission to refer to that. 

Mr. Tuomas. Commissioner, you can do anything in the world you 
want to in here. We are delighted to have you. 

Mr. Arrentson. Perhaps I “night say that right at this moment, 
when this 15-percent increased rate case is on hearing, we have before 
us the question of the valuation of the railroads of the United States, 
and the evidence which we have been able to produce is necessarily 
based upon the best investigation we have been able to give of returns 
made by the carriers themselves, which are on an accounting basis. 
But we are years behind in verifving and processing them, and with 
the force we have we cannot possibly keep current with the work as 
the law (U.S. C. title 49, sec. 19a (f) (g)) definitely, in terms, con- 
templates. The consequence is that the testimony which goes in on 
the part of the Commission with respect to value is not of the same 
definitive character as that which marked earlier valuations. It is 
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the best we can do, but it has been challenged in the past and is now 
challenged in this record, and we are unable adequately to meet.that 
challenge. 

Without taking undue time, perhaps I can summarize by referring 
to the report made by the House Committee on Interstate Commerce 
with respect to valuation work upon the completion of the preliminary 
valuations when the question came up of keeping up to date and 
amending the act so that it could be done in a less formal way than was 
originally contemplated. The House Committee on Interstate and 
Foreign Commerce reported May 19, 1932, in Report No. 1386, I am 
quoting from the 1932 annual report of our Commission at page 89: 

The basic work now completed at great cost— 
which ran into scores of millions— 


should not be permitted to become useless by reason of obsolescence just when it 
is becoming, what it is designed to be, a practical working tool and guide for the 
Commission in its many regulatory duties, or of Congress itself when the railroad 
situation becomes acute. 

The carriers at the present time are filing with us their returns. 
They are being piled uo. We do not have the force to process them. 
Take the matter of land values alone. You would be surprised to 
know we have but five people in the United States outside Washington 
in the field who are keeping abreast of the various changes in land 
values, on which we make our estimates of value that go into a great 
case like this Ex parte No. 175. 

Take pipelines, for instance. We have completed, I think, the 
valuation of all pipelines except. one or two recently constructed. 
There is a consent decree which limits the returns that can be made by 
pipelines to 7 percent per annum upon the valuation of the Commis- 
sion. That contemplates an annual valuation. We cannot make that 
valuation of the pipelines of the country with the existing force we 
have. And we have that question continually presented. The p!pe- 
lines are demanding valuations. 

And take our figures as to employment. I do not want to repeat 
what I have stated in this carefully prepared address, but the force, 
which originally went up into the thousands, has now gotten down 
to 79, who must cover all phases of valuation work—accounting, 
engineering, land values, general direction, and depreciation. We 
‘annot make necessary field inspections as to depreciation. We are 
obliged to carry that account on 2 bookkeeping basis, which is not 
the way Congress intended this valuation to be made. 

We have no lawyers in the service of the Commission—except a 
couple of gentlemen in the Bureau of Finance who are working on 
other duties—who have ever tried a valuation case, and I have been 
in them since 1905, and know they are real lawsuits. We have no 
examiner on our staff who ever has presided at the bearing of a 
valuation case. We need some. And | want to say with all the 
earnestness I can express that we are unable at the present time 
adequately to protect the public interest on the basic question of the 
valuation of the properties of the carriers. I think we ought to have 
either more support, or Congress itself ought to step in and prescribe 
some rule, which it might possibly do, to get around the valuation 
question in these rate cases. 

Mr. Tuomas. You have 236 people in the other two Bureaus. 





Mr. Arrcutson. In valuation? 

Mr. Tuomas. In Valuation and Statistics. 

Mr. Aircuison. Oh, but the two are not comparable at all. 
Mr. ‘Thomas. Explain the difference between the two functions. 


FUNCTIONS OF THE BUREAUS 


Mr. Arrcnison. The Valuation Bureau consists of an Engineering 
Section and an Accounting Section, which processes the returns 
made by the carriers of their changes in property; the Land Section, 
and the General Overhead Section. There is not the slightest dupli- 
cation. 

Mr. THomas. You have about 84 people. 

Mr. Arrcutson. No, sir; we have only 79. 

Mr. Tuomas. I am just going by your figures here. 

Mr. Aircnison. But we have been dropping them out. Mr. 
Knudson has been taking some—you asked how many he took—and 
over my dead body he took them. 

Mr. Tromas. What about Transport Economics and Statistics? 

Mr. Arrcutson. That is another proposition. Mr. Chairman, 
you cannot make » bigger mistake than to turn this question of 
valuation under the state of existing law into a matter of statistics. 

Mr. Tuomas. You have to go on the ground and have some trained 
people to take a look? 

Mr. Arrcuison. Section 19a of the act prescribes the standards 
which the Supreme Court said we must follow, in the O'Fallon case 
(279 U.S. 461). When we tried short-cut methods, we were reversed 
on them. And the law of the land still stands and the rule as to valu- 
ation still stands, and it is to be made under existing standards of law 
and statute. 

It is true in the last few years, in the Hope Natural Gas case (320 
U.S. 591), the Federal Power Commission has given a little different 
slant and has come to use as a test the prudent investment. ~But we 
have to know, first, what the investment has been; second, was it 
prudent; third, what has been taken out of service; and, fourth, is the 
investment for property that is devoted to carrier use. Those things 
cannot be determined just arbitrarily, and when returns are made 
and are piled up in a corner of the office, that they are there does noi 
shed any light on the basic questions. And, again, we still have com- 
ing before us the carriers of this country saying, ‘“The cost of repro- 
duction according to your own best information is $60 billion against 
a valuation of about $23 billion. 

Sixty billion dollars as of this year as against about twenty-three 
billion dollars which the Commission is attempting to support. We 
ought to have the means to support it. 

Mr. Tuomas. Since 1945, I believe you stated earlier, you have had 
11 hearings jor general rate increases by the railroads. 

Mr. Arrcutson. Yes. 

Mr. Tuomas. Did you find your Bureau of Valuation was insuffi- 
cient to properly advise the Commission on what it should do with 
reierence to those rates? 

Mr. Aircuison. The exhibit which was put in by the carriers them- 
selves was the Bureau’s release to the public for information, and it 
contained the elements of value as the Bureau was best able to estimate 


ese 
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them, accompanied by a statement of the methods employed. Now, 
the statement of methods was very carefully studied, and if you study 
it you will be surprised to see how we have been compelled by the 
necessities of the situation to accept the word of the carriers in instances 
where we ought to have been able to verify what they reported. I can 
furnish that if you desire. 

EMPLOYMENT : 

Mr. Tuomas. The general employment. list for the Commission 
appropriation, ‘“‘General expenses” for 1952 is 1,762, and they seek to 
increase that by 68 to 1,830. The appropriation of ‘Railroad safety”’ 
has 126 jobs for 1952 and the same for 1953. “Locomotive inspec- 
tion” appropriation has 107 for 1952 and a decrease of 1 for 106 in 
1953, making total employment for the Interstate Commerce Commis- 
sion of 1,995 for 1952 and 2,062 for 1953, an increase of 67 positions. 


RariLtroap SAFETY 
At this point we will insert in the record the table on page 185 of the 


justifications for the railroad safety appropriation. 
(The matter above referred to is as follows:) 








1952 appro- | 1953 budget Were 
priation! | estimate | 
1952 


Object classification 





01 Personal services: | 
Departmental. _._.___._-- } $171, 769 $171, 351 | —$418 
Field ‘ 

Total personal services. 
Travel 
Transportation of things 
Communication services 
Other contractual services 
Supplies and materials 
Equipment : 
Taxes and assessments 100 


Total appropriation or estimate ] } 1, 044, 000 | 1, 042, 000 | —2, 000 


Includes supplemental estimate of $61,000 for the cost of pay increases under Public Law 201, 82d Cong. 
RAILROAD APPLICATIONS FOR GENERAL RATE INCREASE 


Mr. Arrcnison. I think you and I were talking at cross purposes 
awhile ago about the number of those rate increases. Did you say 
1945? 

Mr. Tuomas. Yes, sir. 

Mr. Arrcuison. I was going back to the beginning of the war. 

Mr. Tuomas. What was the total number-then? I had the figure 
of nine in mind. 

Mr. ALiprepGe. I can give it to you. There have been four 
major proceedings. I will give you the numbers: Er parte 162, 
tx parte 166, Ex parte 168, and Ex parte 175. Those are for the rail- 
roads. But in hearing and determining those proceedings, we were 
confronted with emergencies and had special hearings in connection 
with them and granted several interim increases which were finally 
caught up in the final decisions. And thén, of course, in some 





607 


instances, the carriers amended those petitions. There were 4 
mat proceedings, but there were 10 or 11 orders involved in them, 
both interim and final. 

Mr. Arrcntson. When referring to “major proceedings,’ that 
included No. 148, which was just at the beginning of Pearl Harbor. 

Mr. AuuprEeDGE. That was before the end of the war; that was at 
the beginning of the war, and we finally took that off. So since the 
war closed, since 1945, we have had but four major proceedings, but 
quite a number of orders were issued, some granting temporary 
increases. 

Mr. Tuomas. There were four major over-all hearings? 

Mr. ALupREDGE. Yes. 

Mr. Tuomas. We will insert the table under ‘Railroad safety’’ 
on page 187, setting out the number and locations of railroad acci- 
dents for November 1951. 

(The matter is as follows:) 


| 
| 
| 
} 
| 
| 
| 


Estimated | 4, . 

i =; : casualties | —— 
Location | Kind of accident | cs 
Killed | Injured assigned 


Railroad 


satninimaasianepentacl 


| Missouri Pacific........; Riverside, Mo......| Rear-end collision 
Camas Prairie | Lewiston, Idaho. _-.|.....d 

Union Pacific Wyuta, Wyo__..._._|..._.do ‘ 
Atlantic Coast Line Hortense, Ga-___._--- | Side collision. _____| 
Canadian National Swift, Minn.____.._._| Head-end collision | 
New York, New Haven New York, N. Y-_-- a Side collision 


Seww 


i) 
~ito 


& Hartford. | 
Illinois Central Vine Grove, Ky_....| Derailment__-- 
Union Pacific__- Orchard, Idaho_._..| Head-end collision 
Southern... ... Rerst geet _| Woodstock, Ala | Se ae 





Locomotive INspECcTION 


. Tuomas. We will also insert at this point page 190, showing the 
at the top of the page for the appropriation “Locomotive 
inspection,”’ and we will follow that with the table on page 195, showing 
the number of defective steam locomotives, and so forth, from 1931 
through 1951. 
(The matter referred to is as follows:) 


: ee , 1952appro- 1953 budget | Increase 1953 
Object classification |‘ priation estimate | over 1952 


Personal services: } 
I i pita s $125, 576 $125, 999 
APSE ES ee Sa See Shoe ee iP RS BS Se i 22 478, 801 | 

Total personal services. ____- “Ry 597, ! 604, 800 | 
5 150,482 | 

Transportation of things...._.............-.. : 50 

Communication services __- é bea 25 1,750 | 

Other contractual services RPL RR Se NE ses j 460 

Supplies and materials... __. 6 . 640 

Bewinmient . 615555. 6 waid. , 66 . 668 

Taxes and assessments ‘ Sar § 150 


Total appropriation or estimate : * 73,6 761, 000 


' Includes s 1pplemental estimate of $47,090 for the cost of pay increases under Public Law 201, 82d Cone 
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Number de- 
fective steam 
locomotives 


Number ac- 
cidents. 
steam loco- 
motives 


Number de- 
fective steam 
locomotives 
per accident 


230 
145 
157 
192 | 
21 
209 
263 
208 
152 | 
164 | 
153 | 
222 
319 | 
403 
410, | 
119 


45 
53 
53 
56 











19, 970 
11, 901 | 
12, 710 | 
11, 975 
11, 337 
10, 248 360 
9, 417 341 
7, 085 228 
6,740 | 169 
7. 906 178 | 


INCREASED RAILROAD RATES PROCEDURES 


Mr. Yarers. | am interested in Commissioner Aitchison’s discussion 
of the difficulties in the rate proceedings. I personally would find it 
helpful if Mr. Aitchison would tell us what is involved in rate cases 
that come before the Commission. 

The theory under which the regulation of interstate commerce is 
conducted is presumably the regulation of an existing monopoly. Is 
that correct, Mr. Commissioner? 

Mr. Arrcntson. There have been times when that was true, but 
I do not think—— 

Mr. Yares. What is involved in a rate case? In other words, in 
order to protect the public interest, you have to be able to show a val- 
uation and project a reasonable rate of return to the carrier on that 
valuation; do you not? 

Mr. Arrentson. They usually claim a rate of return 
but they do in this particular case we are now hearing. 

Mr. Yares. And what is involved in achieving that valuation? 

Mr. Arrcutson. Compliance with the rules laid down by the Su- 
preme Court. 

Mr. Yates. Can you translate that into terms of the workload on 
the Commission? 

Mr. Arrcuison. You mean the valuation? 

Mr. Yates. Yes. 

Mr. Arrcuison. Of course, that is all handled by this small Bureau 
of Valuation, and we have to go back to 1913, when we made a very 
exhaustive survey, an actual survey on the ground, of every spike and 
rail of the railroad system. Since then—well, until 1933 or there- 
abouts—the valuation was supposed to be kept up in the same wavy, 
which involved reappraisals, but Congress finally, June 16, 1933, 
amended the act so as to give us a great deal of leeway in the way of 
informally bringing the valuation up to date, but making it a duty to 


not always, 
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keep ourselves informed as to changes in the quantity and quality of 
their property, and changes in prices. Obviously, if we are just going 
to pass this duty over to the carriers, that makes valuation more or 
less a bookkeeping matter. If we are going to use informed discretion 
and judgment on behalf of the public, and comply with the statute, 
we have to have experts who can aid us. 

Mr. Yarrs. Do you have such experts in the Commission now? 

Mr. Arrcnison. We have a very limited staff—for instance, 5 
men in the field on the valuation of railroad real property, although 
we have 12 districts, or are supposed to have. 

Mr. Yares. How far behind are they in their valuations? 

Mr. Arrcuison. It varies according to the particular element, but 
some of it as much as 7 years. 

Mr. Yares. Would you have competent testimony to put into 
cases if that was up to date? 

Mr. Arrentson. We would. For instance, it was put in by the 
carriers themselves in this particular case, No. 175, but they accom- 
panied it by testimony on behalf of the carriers’ own valuation 
committee, through Mr. Bradley, chairman of their committee, and 
he is a valuation engineer of the Missouri Pacific, which attacks the 
whole general basis of our valuation and the adequacy of the work. 
And at the present time, as | said in the address I cited, we have no 
attorney on our general staff who has participated actively in former 
valuation proceedings and who from the competence born of long 
experience on the subject may undertake the cross-examination of 
men whom Mr. Eastman called high-valuation experts, or act as 
counsel in the examination of the Commission’s staff. 

Mr. Yares. I am interested in protecting the public in cases of this 
sort. How many men and of what type would you need adequately 
to protect the public in such proceedings? 

Mr. Arrcuison. I would say we ought to go back 4 or 5 years and 
be permitted—the Director reminds me our former requests were for 
153 men. 

Mr. Yates. Of what type would they be? 

Mr. Arrcutson. They would be engineers, accountants, land ex- 
perts. 

Mr. Yates. Does the Commission ever use outside help or outside 
experts in the defense of cases of this type? 

Mr. Arrcutson. Oh, there is absolutely nobody available. We 
cannot do it that way. It brings about the thing which was indicated 
in my address. The reason that the Government went into this 
valuation work was that it got up against the exact situation we are 
in now, in the old Spokane case, back in 1907. (See 15 1. C. C. 376.) 
The carriers had put in expert testimony as to the cost of reproduction 
new and less depreciation and original cost. The Federal Govern- 
ment had not a single man to produce testimony on that subject. The 
case involved the transcontinental class-rate system of the United 
States. Luckily the State of Washington did have an expert. It was 
making a valuation, as many of the States were then doing—under 
Governors La Follette in Wisconsin and Hughes later in New York- 
and the expert of the State of Washington undertook to analyze that 
testimony. Out of that grew the La Follette 1913 Valuation Act, 
which was originally intended as a very simple sort of general adminis- 
trative direction to the Commission. 
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But Senator La Follette was persuaded to throw his powerful 
influence toward making that act into one which was so comprehensive 
and detailed in character and specifications that the Commission 
would be directed to develop and find—I am pretty nearly quoting 
his own language—every fact which any tribunal, State or Federal, 
could want to know with respect to the value of the railway properties, 
or telegraph, telephone, pipelirie, express, pullman car, and water 
carriers connected with rail carriers. Now, it was a very elaborate 
procedural machinery that the act set up. When it was adopted, the 
States dropped their valuation work, and they have dropped it to this 
day. So the States which might naturally be looked to, as the gentle- 
man from California suggests, to protect the public interest of their 
own constituents cannot do so. The States sent me here to Wash- 
ington as the local representative of the State commissions in 1916, 
and I served in that capacity and participated in the trial of cases 
before the Commission, appearing against the best lawyers in the 
United States. These valuation cases were hotly contested law suits, 
and they will be again when the question of valuation again becomes 
important. It will be menacing if we get some court decisions which 
throw the emphasis back where the Supreme Court placed it in the 
O’Fallon case. 

Mr. Yates. With respect to the decisions of the Supreme Court, 
which are based on prudent investment, is the Commission staffed 
adequately to defend cases on that theory at this time? - 

Mr. Arrcuison. As I say in my address, we want to know whether 
it has been made, whether it is a prudent or imprudent investment, and 
what its condition is. 

Mr. Yates. Do you have people who can do that? 

Mr. Artcuison. No; except to a very limited extent. We are trying 
to keep it up on that basis. Now, original cost is a thing which enters 
into prudent investment. It has to be largely estimated as to these 
earlier carriers. Thus, in the early days a lot of right of way, say of the 
New Haven Railroad, was paid for by a share of stock, 100 years ago. 
But we started on the premise—and there is good testimony to back 
it up—that as of 1914, 1915, and 1916, and thereabouts, the original 
cost of the properties could be reasonably estimated as being equivalent 
to our estimated reproduction cost new on the basis of 1910 to 1914 
prices. And that is what we now call original cost as of those dates, 
and it has been reasonably accepted by the carriers since, although 
they testified in this proceeding pending now before us that they re- 
garded that as an inadequate figure. And we have attempted since 
that time to keep up to date by this method of requiring a reporting 
of changes in property, the quantity and quality, and applying factors 
to indicate the change in reproduction cost over the original cost of 
the new properties as well as the old properties. 

Mr. Yates. How much money is involved in this rate increase pend- 
ing before the Commission now? 

Mr. Arrcuison. Over a quarter of a billion dollars annually. 

Mr. Yares. As I remember your previous statement, you said the 
attorney handling that case for the Commission today had no previous 
experience. 

Mr. Artrcuison. There is no attorney handling that for the Commis- 
sion. We are representing the public as best we can from our side 
of the bench. 
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Mr. Yates. There is no attorney representing the public interest 
before the Commission as such? . 

Mr. Aircuison. No; except some of the State commissions are 
represented. But nobody has peeped on this question of valuation 
except from the bench. 

Mr. ALLDREDGE. The rate increase now sought involves about a 
billion dollars a year. 

Mr. Arrcnison. They are asking an additional amount over and 
above what we have already granted. 

Mr. ALtpREpGE. That would be over half a billion dollars. 


VALUATION OF PIPELINES 


Mr. Yarrs. And does the valuation personnel which is busy with 
railroad valuations also have the work of evaluating pipelines? 

Mr. Arrcuison. Pipelines and the other carriers that are subject to 
the act. 

One other thing that I mention in here is that we are coming more 
and more to base particular rates on the cost of service—the valuation 
of particular properties is a distinct element in the ascertainment of 
cost of service. If you are going to have what is called—and I do 
not entirely agree with the term, ‘fully distributed costs,” then you 
have to know what the distributed return is on the property, and to 
determine that you must know what the value is of the property 
devoted to the service. 

Mr. Yates. Do pipeline companies have applications pending for 
the fixing of their rates? 

Mr. Aitcuison. No. You see, they are held down by this consent 
decree under the Elkins Act, which prohibits their paying dividends 
of more than 7 percent on the value of the property as fixed by the 
Commission annually. As they are putting more money into property 
all the time, changing it, developing it, naturally they feel in justice 
the Government ought to make it possible for us to keep their valua- 
tion current, and I agree with them. 

Mr. Yates. Is the valuation you make of their properties current? 

Mr. Arrcutson. Not quite; as to some of them, yes; but not quite 
all of them. I am told, Congressman, they are pretty complete up 
to 1947 on pipelines. 

Mr. Yates. There is no pressure by the pipelines for mecreased 
rates at this time; is there? 

Mr. Arrcutson. No; they want to have permission to pay more 
money out in dividends, and they say, under this consent decree, 
that the Government ought to enable us to make a valuation so that 
they can have a determination as to how much they can pay in 
dividends without being in contempt of court. 


LOCOMOTIVE INSPECTION 


Mr. Yares. On page 8 of your statement, Commissioner Mahaffie, 
the last sentence reads “Curtailment of our inspection force will 
result in the use of more unsafe locomotives.’’ That is a very dis- 
turbing statement. I would like to have you amplify that. 

Mr. Manarrir. I would like Commissioner Patterson, who’ is in 
immediate administrative charge of that bureau, to make the answer 
to your question, if that is agreeable to you. 
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Mr. Parrerson. That has been the history of the Locomotive 
Inspection Act. Whenever the inspection service is curtailed, unsafe 
and defective locomotives increase proportionately, and that is shown 
in the justifications here and the statement you just read from Com- 
missioner Mahaffie. 

Mr. Yares. I would assume the railroads were interested in 
operating safe equipment, however. 

Mr. Parrerson. That is right. 

Mr. Yates. Because it follows if they are operating unsafe equip- 
ment, it would result in a tremendous hability to them. 

Mr. Parrerson. I think that is true; but the Government has 
furnished support to every organization in the country to try to 
stimulate the movement of this equipment. They are working on 
that end of it. And, of course, the railroads are interested in making 
as much revenue as possible, and they are turning this equipment 
around as fast as they can—as inspections decrease, they turn the 
equipment around faster, and defects increase as the movement 
increases. 

Mr. Yates. How many accidents were there last year due to the 
use of unsafe locomotives? 

Mr. Parrerson. I cannot give you that information. The Director 
of the Bureau is here. I think the statement shows that. 

Mr. Tuomas. There is a table on page 195, as I remember. 

Mr. Yates. I just wondered with reference to the statement of 
unsafe locomotives. 

Mr. Parrerson. Unsafe locomotives include all locomotives. 

Mr. Yates. Do you mean all are unsafe? 

Mr. Parrerson. Oh, no. The number of defective locomotives 
compared to the number of locomotives inspected has been increasing. 
The trend has been increasing. 

Mr. Yates. Have there been any accidents attributable to the use 
of unsafe locomotives that you know of? 

Mr. Parrerson. I cannot point out individual instances. 

(Discussion off the record.) 


NUMBER OF AUTOMOBILES 


Mr. Puituips. How many automobiles do you have in your agency? 

Mr. Manarrie. We have no passenger automobiles at all. We 
have motor-carrier-service coupés that serve the inspectors and super- 
visors to perform their work within the number of 132, I think. 

Mr. Puiuures. How many of those are in the Washington area? 

Mr. Manarrie. There is usually one here. I am told that is 
correct now. 


COMMISSION JURISDICTION REGARDING INTERSTATE COMMERCE 


Mr. Corron. Mr. Chairman, even though you and Mr. Yates 
went into the matter, | want to make sure I understood and am 
crystal clear on this point of the highway safety work, because I had 
something to say about that on the floor last year and I do not want 
to do injustice to anybody under a misapprehension . 

Did I understand you, Commissioner Rogers, in your previous 
testimony this morning to indicate that when your Commission, 
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acting under this basic law, establishes regulations regarding motor 
vehicles, according to the decisions of the Supreme Court of the 
United States, that supersedes and invalidates State laws and regula- 
tions in that field? 

Mr. Roaers. Yes, sir; on the same vehicle. 

Mr. Corron. In other words, if you chose to issue a regulation 
about the kind of lights a vehicle should have, vou would deprive the 
States of having State laws about the types of lights a vehicle should 
have? 

Mr. Rogers. In interstate commerce, I think that is absolutely 
true. And one of the best examples we have of where it comes in is a 
bus or truck going into California required one kind of clearance 
lights and our regulations require another. There had to be an 
over-all rule. The same thing applies to locomotive equipment. 

Mr. Paituips. That is not quite an answer to Mr. Cotton’s question. 
You said California had a law on lights and you have a law on lights. 

Mr. Rocers. But they were different; they required a different set 
of lights. 

Let me cite another example. When our act was first started, New 
York required an inspection sticker on the windshield. Another 
State prohibited any such inspection slip on the windshield. 

Mr. Puiuiuips. Again it occurs to me that a very simple thing would 
be for the Council of State Governments to arrange for the States to 
have lights which are not in conflict and at much less expense than for 
us to duplicate the services given by the States. 

Mr. Rogers. Let me make one brief statement. You may be 
perfectly right in that this was a matter for the States and not for the 
Commission or the Federal Government, but at the present time 
Congress has placed that duty on the Commission. If the Congress 
do not agree with that, thev ought to take it out of the act, or if 
they are not going to appropriate money, they ought to say so in the 
appropriation bill rather than just leave us saddled and the industry 
saddled with the responsibility but with nothing to carry it out. 

Mr. Corron. That is reasonable, but I still want to make sure | 
comprehend the situation. Under your act, would it be in your 
power, if you chose to do so, to say that a vehicle engaged in interstate 
commerce should not be operated at more than 60 miles an hour? 

Mr. Rocerrs. Yes. 

Mr. Corron. Suppose you said 60 and my State has a rule that 
vehicles using its highways shall not be operated at more than 45 
miles an hour. Do you mean your rule would supersede ours? 

Mr. Rocers. | think so. 

Mr. Corton. You really mean that? 

Mr. Rocrers. Yes; I do. 

Mr. Corron. If that is so, then Congress has entrusted to a Federal 
bureau a power that could certainly disrupt and disintegrate the whole 
system of law enforcement on the highways of this Nation. Has it 
not? 

Mr. Rogers. I do not think so. 

Mr. Corton. Simply because you would use this extraordinary 
power reasonably? 

Mr. Rocers. Of course, the question of speed is a bad example— 
the proper maximum speed through towns and so forth. I would not 
want to make the over-all statement that under no conditions could 
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the State or local municipality amend our regulation in that respect. 
But take hours of service, for example. I think that is absolutely 
where our regulations would govern. 

Mr. Corron. As a matter of trying to keep the record straight, I 
just want to register the fact that I cannot agree with you in your 
over-all statement as to the effect of the power of your Commission 
in this matter. 

Now, in the matter of this illustration of the hours of service, as a 
prosecuting attorney in my own State, where we have no regulation 
that the driver of a vehicle must not drive more than a certain num- 
ber of hours—we have no such statute—we do have a general statute 
about “driving so as to endanger’’, and when our State police stop a 
man on the highway, they ascertain if he is sober, they ascertain if 
his vision is proper, and they also ascertain if he is incapacitated from 
fatigue, and we have had plenty of cases where prosecutions have 
resulted because the man insisted on driving when his own story 
about the distance he had already driven that day would make him, 
under our statute, an unfit driver, because his driving would endanger 
the public. 

Now, would you contend because you have a regulation on hours 
of service that all this procedure I have mentioned to vou, this State 
procedure, would be superseded? 

Mr. Rogers. One of the biggest activities we have been engaged 
in is trying to get our safety regulations to conform and trying to 
get the State and local people to put in the same safety regulations 
we have, so that when they are enforcing theirs, they are also enforcing 
ours. 

Mr. Corron. I commend you for that, and I am sure in your dis- 
cussion of this you are seeking that objective. 


MOTOR CARRIER INSPECTORS AND SAFETY OF MOTOR VEHICLES 


Now, it was my impression in the hearing before this subcommittee 
last year from the testimony of yourself and Mr. Blanning that the 
force you are asking for, the additional inspectors, were to be used for 
certain purposes. In fact, I think Mr. Blanning testified—I am not 
sure whether you did or not—that you did not duplicate State enforce- 
ment agencies because your method was a different method. You 
said that you dealt with common carriers, tried to ascertain if they 
had proper safety regulations and methods and systems in use, that 

ou had terminal inspectors, and that your inspection was more or 
lees confined t6 checking on common carriers and those engaged in 
interstate commerce to see if they had proper rules in their own organi- 
zations. Is that correct? 

Mr. Rogers. And trying to get them to institute safety programs 
with their own organizations and going over it in meetings with their 
personnel as more or less missionaries in the field of safety. 

Mr. Corron. And my recollection is borne out by the testimony 
on pages 290 and 291 of last year’s hearings, that vou at the present 
time, at least, have no intention of trying to accumulate a force of 
inspectors that would actually patrol the highways and enforce the 
driving regulations of vehicles. 

Mr. Rocers. We have no power to stop vehicles on the highways. 
If we were going to do that, we would have to get into a cooperative 
program with the local highway police. 
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Mr. Corron. Last year’s testimony indicated that at that time 
there was a matter of 171,907 carriers subject to the Commission’s 
regulations; that those carriers operate over 1 million motor vehicles, 
and you were able to check on only about 22,000 of those and of those 
22,000 only one-sixth each year over a 6-year period, and you were 
asking for 11 additional inspectors last year to try to extend somewhat 
that inspection. Is that your recollection? 

Mr. Rogers. I do not think that is correct as to the number of 
people we were asking for. You may have reference to what the 
Bureau of the Budget recommended. 

Mr. Corron. When you came before us, which is all I know, you 
wanted 11 new. inspectors and 11 new clerks last year. 

Mr. Roarrs. Yes; because that is all we could get out of the Bureau 
of the Budget. As I remember, we asked for 94 from the Bureau of 
the Budget. 

Mr. Corron. As a practical matter—and I want to make sure | 
have this correctly in mind—is not one of the primary features of your 
inspection service and your safety service checking to see if vehicles 
engaged in interstate commerce are properly licensed to do interstate 
business? : 

Mr. Rogrrs. No; I would not say so. 

Mr. Corron. That is not one of the primary objects of this service? 

Mr. Rogers. No. 

Mr. Corton. Well, since last year when that appropriation in this 
matter was curtailed somewhat by an amendment on the floor, I have 
been receiving communications from truck association in my State 
reproaching me for the part I took at that time and calling my 
attention to the fact that they had to depend on this service by the 
Interstate Commerce Commission to see to it when they had gone 
through the necessary procedure and paid the fees and gotten properly 
licensed to operate in interstate commerce, that those who were vio- 
lating the laws and were not properly licensed were not allowed to 
continue. And I do not blame them. 

Mr. Rogers. That is another phase of our work. 

Mr. Mauarris. The safety work and the safety people are not the 
people who ordinarily turn up the things your correspondents are 
talking about. Those are other employees who look to see whether a 
man is serving the territory or is handling commodities he is not either 
authorized to serve or to handle. 

Mr. Corton. So the record may now show that this matter of 
dealing with the enforcement of the safety program does not appre- 
ciably affect one way or the other the work of seeing to it that those 
who engage in interstate commerce are properly licensed? 

Mr. Manarrie. That is right. The safety man, if he turned up a 
violation, would report it, and the other people would follow it up. 

Mr. Corton. Is it your understanding that the Interstate Com- 
merce Commission under the statute has the duty of promulgating 
regulations of far-reaching consequence on the safety of motor vehicles 
engaged in interstate commerce and their operation and it is your hope 
eventually to get a force sufficient to independently enforce those 
i, vm on the highways of this country? 

Mr. Rocers. No, sir; I would not say that. To enforce them, we 
would have to have road patrolmen all over the country in numbers 
we have never thought of. We are working with the States and local 
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municipal governments trying to get at it in that way, through 
cooperation: x 

Mr. Corron. But you are enforcing two different sets of rules, 
even though you try to make them conform—yours and the States’. 

Mr. Rocrrs. We have had much success in getting the States and 
local authorities to adopt our rules. In fact, when the rules were 
made, they were made in cooperation with those State and local 
governments in establishing the rules in the first place. 

Mr. Corron. And after you have adopted the rules, then you have 
the advantage of the cooperation of hese hundreds of State and 
local officers scattered throughout the country? 

Mr. Rogers. That is what we are hoping for. 

Mr. Puiturps. I would like the record to show, in connection with 
this matter of enforcement, that there are in the United States 240,000 
miles of primary Federal highways, not counting the secondary 
highways, and 410,000 miles of secondary highways;making a total 
of 700,000 miles of Federal highways. If the interstate trucks con- 
fine themselves to the main roads, there are 700,000 miles of those 
main roads, and any sort of enforcement at the Federal level is out 
of any range of possibility. 

Now, you testified in answer to me, I think, that if the Federal 
Government adopted regulations through your Commission, they 
would supersede all State laws and that State officers have repeatedly 
said that they could not enforce your regulations. But you answer 
Mr. Cotton that your hope is. to encourage State officers to enforce 


your regulations. Do you mean that they shall adopt regulations 
similar to yours? 


NATURE OF JURISDICTION OVER INTERSTATE COMMERCE 


Mr. Cross. Might I interrupt to remark that I am from Illinois 
and I am one of the younger members on the Commission and I lived 
with the State government in my own State for 16 years. We have 
fair regulations so far as motor carriers are concerned. And so far 
as enforcement is concerned, I think it has not been brought out here 
today that under our rules and regulations it is not the function of the 
Interstate Commerce Commission in any way ever to police the high- 
ways; it is not our function to have inspectors who go out and pick up 
trucks. Ours is mainly a program of cooperation to see, first, that 
the carriers make their reports; that their logs show their drivers are 
operating within the law; to get the carriers themselves to see the 
need of safety; and to have the carriers transmit that information in 
educational programs and merit programs to their own employees. 
and at the same time to work in conjunction with the States. 

Now, the Council of State Governments perhaps has taken this up; 
But, so far as I know, it is an indotasniiand uestion. 

I think that all that our Commission would ever seek to do is to 
bring about cooperation so that the States could do their own policing 
of the highways, take care of those things, and have State regulations 
that might take care of those things upon their statute books, and for 
us merely to fill in and see to it that there is some degree of uniformity. 

Mr. Corron. I am sure that isso, and I want the record to show that 
in my questions I did not have the slightest feeling but that this Com- 
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mission would seek to do that in every respect. But is it your impres- 
sion, also, that the regulation issued by your Commission supersedes 
a State law? 

Mr. Cross. That is a very complicated question as to where the line 
of demarcation comes. But having the background of a State officer, 
I believe it is the duty and right, the constitutional right, of the States 
todo the policing. 1 do not think this Commission is seeking to invest 
in any job of policing. ; 

Mr. Corron. Is that so on the matter of equipment, too? 

Mr. Cross. On the type of equipment that would not be inspected, 
because we do not want highway inspection; but on the type of equip- 
ment that is furnished by the carriers in interstate commerce we have 
the right and duty to see that they meet our regulations, just like the 
rules of safety, hours of service, and so forth, meet our prescriptions, 
and if there are violations, for us to prosecute under our own rules. 
But so far as policing is concerned, I do noi. think it is any duty or even 
right of the Interstate Commerce Commission to infringe upon the 
rights of the States. 

Mr. Corton. Suppose the legislature in my State decides it does 
not like a certain type of dimmer on lights on motor vehicles and 
suppose your Commission approves that type of dimmer. Is it your 
understanding that vehicles that have met with your requirements 
can continue to drive over the highways of my State and we cannot 
stop them? 

Mr. Cross. I think the States have a legal right to prescribe reason- 
able rules for policing. 

Mr. Corron. I think you are safe on that, Commissioner. 

Mr. Cross. I will go farther—that you have the right to prescribe 
additional rules and, if they are in conflict, that is a matter that has 
to be adjusted in some way. 

Mr. Rogerrs. In that connection, I would like those interested to 
look up the decision of the Supreme Court dealing with electric head- 
lights and automatic fire controls in cabs on steam locomotives. It 
is right on that point. 


SUMMARY OF PERSONNEL AND APPROPRIATIONS 
Mr. Tuomas. At this point in the record we will insert the table on 


page 5. ; 
(The matter above referred to is as follows:) 
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Comparison of number of positions and to'al appropriation for fiscal year 1952, 
including supplemental estimates for the cost of pay increases under Public Law 
201, 82d Cong., with the budget estimates for fiscal year 1953, by activities and by 
their component bureaus, sections, and offices 
















































































1952 appropriations 1953 budget esti c \7 
xs omparison 1953 | 
say = ye mates with 1952 \@ 
Activity No., title, and component - 
bureaus, sections, and offices Num- Num Num- 
~~ Amount 2 Amount pos Amount 
tions tions tions 
1, Applications, complaints, and other 
proceedings: 
Bureau of Fimance.-_.......-.._-.. 39 $261, 704 40 $269, 470 +1 +$7, 766 
Bureau of Formal Cases_...__-_-. sod 82 668, 153 91 706, 910 +9 +38, 757 
Bureau of Informal Cases--___.._-- 15 80,814 16 86, 799 +1 +5, 985 
Bureau of Motor Carriers: 
Section of Certificates... .- elie 119 432, 580 124 705 +5 +24, 125 | 
Section of Complaints._...-..-- 124 892, 125 134 956, 830 +10 +64, 705 , 
Bureau of Traffic: 3 
Board of Suspension - -.._...--- 25 132, 046 26 139, 803 +1 +7, 757 
Fourth Section Board ___-._-. 16 85, 895 17 93, 257 +1 +7, 362 
Bureau of Water Carriers and 4 
Freight Forwarders. __..__-...--- 20 108, 487 21 115, 008 +1 +6, 521 4 
Bureau of Administration: Section 
Of DOGO... is 225i5. i 38 129, 047 38 132,775 |......-.. +3, 728 
Total, activity No. 1_...-...-.- 478 | 2,790,851 507 | 2, 957, 557 +29 +166, 706 
2. Investigation, litigation, legal advice, 
and compliance: 
— of Accounts and Cost Find- 
eee hae om oan sat 123 741, 372 128 778, 273 +5 36, 901 
Pa So of Inquiry ____- seed 19 134, 759 20 143, 067 +1 }° 8, 308 
Bureau of Law.__...-..........--.- 32 184, 466 33 192, 531 +1 8, 065 
Bureau of Motor Carriers: 
Section of Administration. - -.. 27 130, 597 28 141, 425 +1 10, 828 4 
Section of Insureance_. 37 134, 387 38 145, 341 +1 10, 954 2s 
Section of Legal and Enforce- \q 
Rae ee BRE Pees . 22 116, 229 24 129, 137 +2 12, 908 
Section of Safety . ie 31 128, 102 37 150, 018 +6 21, 916 
Field Section ..................- 290 | 1,604,070 200 | 1,647,746 |....--.- 43, 676 | 
Total, activity No. 2......... 581 | 3,173,982 | 598 | 3,327,538 | +17 153, 556 
3. Collection of accounting and statistical 
data: ° : 
Bureau of Transport Economics 3 
ae Bente. OOS. tz Ss: 152 671, 723 158 718, 400 +6 +46, 677 2 
Printing and reproduction... -......|-....... } 175, 000 |_....._- 175, 000 |...--. AP PEE US ae 4 
1 4 
Total, activity No. 3............. 152! 846,723 158 893, 400 +6 +46, 677 
4. Supervision of rate publications: Bur- 
eau of Traffic, except Board of Sus- ; 
pension and Fourth Section Board___- 184 845, 065 191 888, 033 +7 +42, 968 ; 
5. Railroad car service: Bureau of Service. 56 372, 934 58 382, 163 +2 +9, 229 
6: Valuations of railroads and pipelines: % 
Bureau of Valuation... .............. M4 484, 966 87 493, 484 “3 +8, 518 4 
7. Administration: ‘ 
Commissioners and their offices. _. - 48 312, 692 49 319, 877 +1 7, 185 p 
Secretary and his office.___.......2__- 13 83, 186 14 88, 235 +1 5, 049 4 
Bureau of Administration: “ 
Budget and Fiscal Office... 29/ 111,606] 29] 118, 225 |... 6, 529 : 
Section of Mails and Files___-__- 31 94, 852 31 96,003 |......-- 1, 151 
Personnel Office. _........-....- ll 51, 616 13. 62, 786 +2 11, 170 2 
Section of Stenography_.___.__ 45| 143,986 45| 149,822 |.......- 5, 836 ‘ 
Section of Supplies and Publi- 4 
Pe a ae ee 50 191, 386 50 197, 877 |..-.---- 6, 491 4 
Total, activity No, 7_......- 227 989, 414 231 | 1,082, 825 +4 43, 411 . 
Total, general expenses.......| 1,762 | 9,503,935 | 1,830 | 9,975,000 +68 471, 065 i 
Railroad safety: Bureau of Safety__--...-- 126 | 1,044, 000 126 | 1,042,000 j..-_._.- — 2, 000 j 
Locomotive inspection: Bureau of Loco- \3 
tive Inspection... ...............-....-. 107 753, 600 106 761, 000 -1 +7, 400 | a 
Total, Interstate Oommen Com- | : 
ERS SREY Ee Mate 1,995 | 11,301,535 | 2,062 | 11, 778,000 +67 476, 465 | 4 
\3 
1 Includes supplemental estimates for the cost of pay increases under Public Law 201, 82d Cong. as follows: 
een mn en oo oo ie CN eddies icceuousidecabeslpcpaanbayensenudals $719, 000 19 
I oe aliomhaeiainen gain oadoanndven muduhinnangeneiiasin iar 61, j 
INN oe ee i eden cuducebasoneceasbanan epee grnewesibhene 47, 000 
_ MERCER ery eae, Soe mm eM yerey Rak ENC a NWND an MR SRO Coe opi bh NOL I wn edie a oe 827, 000 
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OBLIGATIONS BY OBJECTS, GENERAL EXPENSES 


Mr. Tuomas. The table on page 8 deals with obligations by objects 
for the appropriation “General expenses.’’ The justifications are 
quite complete throughout these some 200 pages by Bureau in detail 
on your other objects, but it is not justified in any one given spot. 

ight quick, let us summarize this. You increase your travel from 
$300,416 to $307,654 in 1953. Your printing and binding remains 
the same, $175,000, for each year. Other contractual services is 
$111,315 for each year, 1952 and 1953. Supplies and materials is 
$101,210 for both 1952 and 1953. Equipment is $38,258 for 1953, 
which is $2,800 in excess of 1952. 


OTHER CONTRACTUAL SERVICES 


What are your other contractual services for $111,315? 

Mr. Maunarriz. Mostly reporting, | think. 

Mr. Tuomas. What part of that is for reporting? Are there any 
other items in those contractual services other than $111,315 for 
reporting? 

Mr. Manarrie. [ am told it is mostly reporting, but the details of 
what minor other objects are in there will have to be furnished. 

(The information above requested is as follows:) 

Of the $111,315 requested for 1953 for other contractual services $82,694 is 
needed for the cost of stenographic reporting services in connection with hearings 
held by the Commission outside of the District of Columbia; $22,309 for the 
storage and maintenance of the Commission’s 132 automobiles assigned to the 
Bureau of Motor Carriers’ field offices; and $6,312 for the repairs and repair parts 
of office machines and other miscellaneous expenses. 

Mr. Tuomas. They are scattered in about 200 pages, and I am 
trying to get them together. 

How do you handle your reporting services? 

Mr. Manarrie. By contract. 

Mr. Tuomas. On competitive bid? 

Mr.,.Mauarrik. Yes. 

Mr. Tuomas. Do you not think you have enough interested parties 
whereby the reporter can sell sufficient extra copies to interested 
parties so that the Commission could get this work done for nothing? 

Mr. Manarrie. We do that in Washington, but we cannot do that 
in the field, and all the information we receive now is that in the field 
the cost for reporting will be increased. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. What about supplies and materials, $101,210? 

Mr. Barret. That is the same as we have this year. 

Mr. Tuomas. What are the items that enter into it? 

Mr. Barret. That is all supplies which the Commission needs in its 
operation. It includes gasoline and oil for automobiles that we have 
in the field and also supplies and materials that we use—stationery 
and everything of that type. 


” 
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EQUIPMENT 


Mr. THomas. What kind of equipment for the $38,258? 

Mr. Barrev. That is the replacement of 16 automobiles. That is 
on page 10. 

Mr. Tomas. What other items are in there? 

Mr. Wiser. That is the only item with respect to the increase 
requested for equipment. 

Mr. THomas. How much is for office equipment? It is $12,800 for 
automobiles. 

Mr. Wise. The difference of $25,458 is needed for additional filing 
equipment, and to replace worn-out office machines, desks, and other 
furniture. 

PRINTING AND REPRODUCTION 


Mr. Tuomas. What about printing and reproduction, $175,000; 
what printing are you going to do? 

Mr. Wise. That is shown on page 182. 

Mr. THomas. How many different publications are here—around 
29? 

Mr. Barret. That page is all bound volumes that the Commission 
gets out, of its decisions and so forth, bound volumes in rate and 
finance cases, bound volumes covering motor-carrier cases, and bound 
volumes covering valuation cases. In addition to that, we get out 
separate individual reports on those rates—what are referred to as 
“Reports and orders (rate) (separates).”’ 

Mr. THomas. What total number of printed copies will you have 
out of this item of $175,000? 

Mr. Barret. That is all shown in the last column under 1952, 
“Total number of copies printed.”’ 

Mr. Tomas. But not for each mdividual item. You have one 
accident bulletin where you want 167 copies; annual report to Congress, 
288. What does that annual report to Congress cost? 

Mr. Barret. Around $2,830, as shown on page 183. 

Mr. Tomas. The annual report on safety is 1,100 copies. Do 
you mean the cost of that is $950? 

Mr. Barret. Yes. 

Mr. Tuomas. And there are some 27 reports here, as I count them. 
Freight Commodity Statistics is $3,300, and you are going to print 
800 copies. Tabulation of Statistics Pertaining to Serials is $485 
for 650 copies. Are all those absolutely necessary during these rather 
hard times on everybody? Selected Financial and Operating Statis- 
tics from Annual Reports of Carriers by Water is $330 for 1,000 copies. 
Preliminary Abstract of Railway Statistics—you want 700 copies at 
a cost of $530. Statistics of Class I Motor Carriers—you want 500 
at a cost of $796. 

Mr. Sptawn. Mr. Chairman, if I may be permitted 





Mr. Tuomas. I was just fixing to say we have our distinguished 
friend and Commissioner here, Dr. Splawn. . We have finally gotten 
a few words from Commissioner Cross, and we have had very few 
words from Commissioner Alldredge. I do not think this meeting 
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would be complete until we hear something from Dr. Splawn and 
something more from Commissioner Alldredge and a few more words 
from Commissioner Cross and anybody else. 


DEFECTIVE LOCOMOTIVES 


Mr. Parrerson. I will have to leave in a few minutes and, if you 
do not mind, | would like to inject at this time a statement with respect 
to the request from Congressman Yates in which he said the percentage 
of locomotives inspected that were found defective has increased from 
7.13 in fiscal 1949 to 10.75 in 1951. 

This trend continues during this fiscal year and indicates a need for 
an increase rather than a decreased inspection force. 

Mr. Tuomas. We put that table in the record. 

Mr. Patrerson. Yes; but I want to explain that statement that 
the percentage of locomotives that were inspected by our men and 
found defeetive has increased from 7.13 in the fiscal year 1949 to 
10.75 in the fiscal year 1951. We cannot tell what this percentage 
would be, and what the number of locomotives would be that were 
defective unless we have the men to inspect them. 

Congressman Yates wanted to know if there were any accidents due 
to these defective locomotives. The fact of the matter is that the 
ones we are speaking of here did not go out on the road. 

Mr. Yates. No; I asked whether there were any accidents that 
occurred last year that were attributable to defective locomotives. 

Mr. Parrerson. That will be reflected in the corresponding record 
reported by the carriers, but those locomotives that were inspected 
by our men were not continued in service. 

Mr. Yarss. I agree that if a locomotive is defective and you pull 
it our of service no accident can occur as a result. 

Mr. Parrerson. I think the annual report of the Bureau of Loco- 
motive Inspection will show the number of defective locomotives 
found by our men, and the report of the carriers to the Commission 
will show the number of accidents that occurred but the number of 
defective locomotives that are reported by the carriers is not neces- 
sarily the same number of locomotives that would be found defective 
if inspected by our inspectors. 

Mr. Yates. Perhaps we are arguing to the same end, but I saw 
somewhere in the justifications that there was a certain number of 
railroad accidents last year. The question I asked was whether any 
of those accidents-can be said to have occurred as a result of defective 
locomotives. 

Mr. Parrerson. It is pretty hard to match them up, for this 
reason, that as the number of defective locomotives increases the 
number of accidents increases in about the same proportion as re- 
ported by the carriers themselves. 

Mr. Tuomas. Suppose you have a rotten rail that piles up in front 
of that defective locomotive, is it the rail or the locomotive there 
which causes the accident? 

Mr. Parrerson. Not in that particular instance, but the accidents 
as a whole are reflected pretty much by the number of locomotives 
that are defective. 
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Mr. AnprEws. How often do you inspect locomotives? 

Mr. Parrerson. Just as often as we ean. 

Mr. Anprews. Do you have a certain number of miles they go be- 
fore they are inspected? 

Mr. Parrerson. No, the carriers inspect them regularly. Our men 
just make spot checks of them. 

Mr. Manarrrs. Mr. Yates’ question is perhaps answered on page 
195 of this justification, for the years 1931 to 1951, inclusive. 

Mr. Tuomas. Yes; that is in the record. 

Mr. Manarrie. I have also, along that similar line, a summary that 
we get up monthly of the total accidents of all classes on steam rail- 
roads, a statement through November 1951, contrasted with the same 
months in 1950. I do not know that that is of such consequence that 
you wat it in the record, but you might want to see it, Mr. Yates. 

Mr. Yares. I will look at it after the hearing. 

Mr. Tuomas. Dr. Splawn. 


COMMISSIONERS 


Mr. Sptawn. Mr. Chairman, I deeply appreciate the privilege of 
coming in at your request. 

I feel that you must be impressed by the maturity of these men in 
front of you and by their experience. 

You know the long record of Commissioner Aitchison, Commissioner 
Mahaffie, Chairman Rogers, and Commissioner Alldredge who started 
with the railroads and who came up through the Railroad Commission 
of Alabama and other Federal Government service to this Commission; 
also Commissioner Patterson’s long career, a notable one nationally 
and internationally; and of former Chief Justice Mitchell, of the 
Supreme Court of Iowa; also Commissioner Cross’ long distinguished 
official career in the State of Illinois. 

These younger Commissioners have brought to us a fresh point of 
view with their great experience in State government, such as Com- 
missioner Knudson whom you have heard this morning. 

Now, these gentlemen are all under oath, just like a Member of 
Congress. ‘They are not elected by the people, but they are appointed 
by the President who is indirectly elected by the people, and they are 
confirmed by Senators who are elected by the people, and they take 
an oath of office that is just as binding as that of any Congressman, 
and why should it not be? You have delegated to them duties which 
are not practical for you to perform. Now, what do those duties 
involve? Here in your committee is the most powerful group of 
individuals in the world, insofar as distribution of wealth is concerned. 
This committee handles one-third of the total income of this country. 
{ mean income that comes into the Treasury through taxation. You 
appropriate all of that, and what is borrowed too. That runs into 
billions of dollars. 

This group to whom you have delegated so much responsibility, 
what do they look after? Not merely answering letters of your con- 
stituents who write, asking various questions. Under the Interstate 
Commerce Act they have direct supervision over $16 billion of income 
of the carriers under your jurisdiction. You have moved in and taken 
over the reguiation of carriers of all types; and their income last year 
aggregated over $16 billion. 
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COMMISSION EMPLOYEES AND DUTIES 


_ Now, we have only 1,652 people to police whether or not the collec- 
tion of these fares and rates to the amount of $16 billion and the en- 
forcement of many rules and regulations is lawful. 

You lay down in the very first section of the Interstate Commerce 
Act that every one of these charges, aggregating in 1 year the sum of 
$16 billion, shall be just and reasonable. You prescribe that no tariff 
can be applied unless it is published. It must be published according 
to rules and regulations set up by your arm, the Commission. 

There were 2,500 people, it was testified to by Commissioner 
Mahaffie, in 1940. We made a survey, Mr. Chairman, this summer, 
before we sent our request up to the Bureau of the Budget to see how 
much we need properly to administer the Interstate Commerce Act. 

‘May I disclose to you how many people we are reporting in our 
annual report we need today adequately to discharge the duties you 
have given the Commission? Would you like to know that figure? 

Mr. Yares. Certainly. 

Mr. Sptawn. One thousand three hundred and eighty-six addi- 
tional people. I have two pages here taken out of the annual report 
which I would like to give to you, if you will receive them, and they 
contain a detailed breakdown by each Bureau of those 1,386 addi- 
tional people actually needed. 


ECONOMY IN THE COMMISSION 


Now, we sympathize with you about this economy matter. 

You look at these gentlemen and consider their names. There is 
more Scotch blood in the veins of these Commissioners, I dare say, 
than you will find in any similar group. They practice economy. 
They do not come up here and try to mislead you with some fantastic 
estimates, and if the money cannot be spent wisely and with people 
who are equipped they had it right back to the Treasury. It is 
thought, well, they do not need that so we will cut that off, and year 
by year, under these percentage decreases, without any intention to 
impair or cripple the arm of Congress, the cumulative effect has been 
to almost paralyze the Commission. I ask you to look at these pages 
which have been distributed to you and you will see that there are 
not just one or two bureaus that need some extra help, and I want to 
testify to the conservatism of the Directors and the Commissioners 
in making these estimates, too. 

Mr. Chairman, I wish you could have heard the instructions of 
these Commissioners to the bureaus about bringing in these data and 
could have seen the care with which they surveyed the figures before 
they turned them in for consideration by the entire Commission. 

There is the deliberate judgment, the best judgment of your servants 
out of their experience as to what is needed to administer this act: 
at present 1,386 additional people; on a permanent basis 1,281 after 
some temporary jobs are done. 

That would just about double the appropriation. Did we ask the 
Bureau of the Budget for people? Did we ask them for enough to 
add these more than 1,300 additional people? We read the directive 
of our President, and we read your speeches, and we read them with 
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sympathy too, so we pared this thing down to what, in our judgment, 
was the least that we could in good conscience recommend. We sent 
that over to the Budget, a little over $14,300,000 odd. Now, the 
Bureau of the Budget read vour speeches too and they were tremen- 
dously impressed. You see what they have done. Now, this justifi- 
cation that you have before you this morning is almost attempting to 
justify suicide. Grant us every dollar that the Bureau of the Budget 
has recommended for 1953. We are inadequately staffed, gentlemen. 

Here this morning you have very graciously given your time, and 
these Commissioners have come down. Why? Because this matter 
is desperate, and they want you gentlemen to understand the situa- 
tion. If they had not had confidence in you they would not have 
come. They believe that, as Members of this Congress, you want to 
do what is best for the country. 

Now, the policing of $16 billion of income each year calls for a whole 
lot of statistics and accounting. A lot of this looks like gobbledygook, 
looking in the window from the outside. The reports from thousands 
of companies are absolutely indispensable when they come and ask 
for hundreds of millions of dollars increase or some certain percent of 
return on their investment. Then we have many formal cases. 
These data are also indispensable to the thousands of informal matters 
that are handled from day to day and if we did not have them the 
matters could not be handled satisfactorily ex parte. 

Mr. Chairman, you have been very kind. 

Mr. Tuomas. Doctor, you have made a very fine and comprehen- 
sive statement. The committee, as well as your colleagues, not only 
love you, but they respect you. You are a fine patriot. You have 
rendered outstanding service to the people of this country for a good 
many years, and you have at least 15 or 20 more of those years in you. 

Gentlemen, is there anything further? 


RISS CASE 


Mr. Manarrir. There is one thing, Mr. Chairman, that I wanted 
to call your attention to that bears on the financial situation from the 
standpoint, particularly, of the application cases in motor carriers 
that we discussed early in the hearing. 

You will probably recall that the Supreme Court announced the 
decision some time ago in what is known as the Riss case, which arises 
under the Administrative Procedures Act, and which held invalid a 
hearing we had held, which was presided over by an examiner, who 
was an Interstate Commerce Commission examiner, but not qualified 
as a hearing examiner. In that case we had counsel representing the 
Commission who was also employed in the Bureau of Motor Carriers. 
That was stressed in the litigation, and it would not be so bad if we 
had to go to rehearing in all of the cases that were involved in that 
situation, but since then a three-judge court in what is known as the 
Tucker case has held invalid the certificate that had been issued quite 
some time before where the hearing had been held by a nonhearing 
examiner after the Administrative Procedures Act became effective. 
In that case no representative of the Commission had appeared as 
counsel. 
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Assuming that we might have, as the present decisions would 
indicate, to rehear the cases that have been heard by nonhearing 
examiners, we have had a computation of them made. I have before 
me the figures as computed by our people. It is stated that there are 
6,289 outstanding operating authorities that are subject to that 
jeopardy. 

Mr. Yares. How many of them are contested, Mr. Commissioner? 

Mr. Manarrie. They were contested or they would not have been 
heard, mostly, and those cases, so far as we can estimate, cost $2,835,- 
000 to handle when handled initially. 3 

If this Tucker decision, and we are appealing to the Supreme Court 
on it, and have hope that it may be rectified, but if we should not 
succeed this work that cost $2,835,000 will, to a great extent, have to 
be done over. 

Mr. Tuomas. In the meantime, what do you do? Do you issue a 
temporary permit? 

Mr. Manarriz. In the meantime they are operating, except in the 
few cases where court proceedings have been brought and the certificate 
has been set aside. In the Tucker case I do not know whether that 
operation has ceased or not. In the meantime we have had enough 
hearing examiners appointed so that we are no longer subjecting the 
parties before us to that jeopardy. However, we are confronted 
with a flock of petitions to reopen cases heretofore heard. 

In the meantime, Mr. Walter, of the Judiciary Committee, has a 
bill before the Congress which would validate the hearings held by 
us where there was no timely protest made against the status of the 
examiner. That bill, if enacted, would alleviate this trouble, but 
unless it be enacted or the Supreme Court reverses the Tucker decision 
of the lower court, we .are confronted with redoing that amount of 
business, and the people who hold those authorities are subjected to 
very grave trouble. 

Mr. Tuomas. That is understandable. 

Thank you, gentlemen. It is nice to see you, and a Happy New 
Year. Good luck to all of you. 

Mr. Manarrre. Thank you. 
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